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Now in Service in Newcastle 


On April 12th British Railways, North Eastern Region, brought into service their latest modern 
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Housed in a new air conditioned signal box, this installation takes 
over the work previously done by four signal boxes employing 
a total of 538 levers and 34 switches. The panel incorporates 
641 route switches, controls 10 miles of track, and has provision 
for possible future extension. 


There are 94 colour light signals, 61 route indicators, 131 sets 
of electro-pneumatically operated points, 200 track circuits 


and 2850 relays of various types. 


The signal equipment was supplied by, and the internal 
work-wiring, erecting relay racks, etc.,—was carried out by: 


Westinghouse Brake and Signal Co., Ltd., 82 York Way, King’s Cross, London, N. 1 
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Keyset on which all controls are trans- 
mitted. The concentration of the 
control equipment to a single position 
implies numerous advantages. Chief 

among these are that the train dispat- 
cher 
@ has a good visual control of the 
entire track diagram 
@ remains seated in one position 
throughout 
@ has all control equipment and 
other aids immediately to hand 
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the train dispatcher receives im- 
mediate and continuous information 
of train positions and can give direct 
orders to all trains 


@ trains run at higher average 


speeds 


@ tracks work to a higher ca- 
pacity 


@ station crews can be reduced 
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Equipment in a C.1.C office delivered 
to the Jugoslav Railways 
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A further order for 1,400 G.E.C. Traction Motors worth 
approximately £14 million has now been placed by the 


London Transport Executive. This, together with 
eee and nho W previous orders for the Metropolitan and Piccadilly ‘ 


Lines, brings the total to 2,656 motors valued at over 
£24 million, the largest order for traction motors ever 
1 ,400 G.E.C. placed in this country. 


All the motors are for tube and surface rolling stock to 


Traction implement London Transport’s replacement programme 
announced last year and they will be built at the new 


traction motor works of the G.E.C. at Dudley Port, : 


Motors Staffordshire. 


The 1,400 motors are of a new design and will have a 


continuous rating of 60 h.p. at 66% field. Previously 760 
for the motors for the Piccadilly Line and 496 for the Metro- 
politan Line have been ordered and these will operate at 


6. t i Li 80 h.p. at 66% field and 70 h.p. at full field respectively. 
en ra ne With the completion of these orders G.E.C. will have 
supplied nearly 6,000 railway traction motors to London 
Transport since 1925. 


& 6.C. traction motors 
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Type Standard « UNIFER B 13 ». — U.I.C. con- 
tinuous power 825° HP — 13 units are being built. 
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Co-Co, are being constructed for the Argentine 
Railways by the ITALIAN and ARGENTINE group 
G.A.1.A. Projects and design are by E. MARELLI 
& C., S.P.A. The electric traction equipments are 
of the same design as above. 
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The diesel electric ‘ Explorer’— 
powered by a LISTER BLACKSTONE ERS 12 T 


Type tested to B.S. 2953 at traction ratings 
of 1200 b.h.p. and 1100 b.h.p. It is fitted with BTH 


electric transmission. 


For details of this and other locomotives please 


2 write to : 


LISTER BLACKSTONE RAIL TRACTION LTD 


Imperial House, Kingsway, London W.C. 2. 
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With its complete line of diesel-electric 
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built under licence from Baldwin-Lima- 
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RILL-OUGREE has within its wide programme 

the precise unit which will perform econo- 

mically and reliably any specific job under 

any conditions of climate and terrain. 
Cockerill-Ougrée has also specialised in 
the production of diesel-hydraulic locomo- 
tives ranging from 200 to 800 HP. 
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EDITION) 


SEVENTEENTH SESSION 


Madrid : 29th September to 7th October 1958. 


GENERAL PROCEEDINGS 


Section IV : 


GENERAL 


INAUGURAL MEETING 
September 30, 1958, at 9.30 a.m. 


PRESIDENT : D? H. GSCHWIND. 
PRESIDENT OF THE GENERAL MANAGEMENT OF THE SWISS FEDERAL RAILWAYS. 
MEMBER OF THE PERMANENT COMMISSION OF THE ASSOCIATION. 


— The meeting opened at 9.30 a.m. 


The President (in French). — Gentle- 
men, the Permanent Commission has 
appointed me President for Section IV. 


As Vice-Presidents, I suggest we elect : 


Mr. P.C. MUKERJEE, Chairman, Rail- 
way Board, Ministry of Railways, Govern- 
ment of India, Member of the Permanent 
Commission of the Association; 


Mr. R.F. Marriott, Advisory Engineer, 
New Zealand Government Railways, 


Member of the Permanent Commission 
of the Association; 


Mr. W.H. MAass, Advisory Engineer 
to the High Commissioner for the Union 
of South Africa, Member of the Perma- 
nent Commission of the Association; 


and as Principal Secretary : 


Mr. P. SCHOONIJANS, Ingénieur Principal, 
Belgian National Railways. 


(Signs of approval and applause.) 


— The Section, under the guidance of 
the President, then completed the nomina- 
tion of its officials and drew up its agenda. 
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QUESTION 7. 


Advantage of the use of high speed electronic apparatus for 
certain administrative work such as : 
1) the making out of pay slips; 
2) traffic and stores accounts; 


3) the checking of the movement of empty and loaded 
freight wagons, thereby improving the distribution of 


rolling stock; 


4) compiling more rapidly already existing statistics, thus 
having also the possibility of preparing new ones, 


Preliminary documents. 


Report (America [North and South], 
Australia, [Commonwealth of], Burma, 
Ceylon, Egypt, India, Iraq, Iran, Republic 
of Ireland, Japan, Malaysia, New Zea- 
land, Norway, Pakistan, South Africa, 
Sudan, Sweden, Union of Soviet Socialist 
Republics and the United Kingdom of 
Great Britain and Northern Ireland and 
dependent overseas territories), by Sten 
Usse. (See Bulletin for April 1958, p. 435.) 


Report (Austria, Belgium and Colony, 
Bulgaria, _ Cambodia, Czechoslovakia, 


Denmark, Ethiopia, Finland, France and 
French Union, Western Germany, Greece, 
Hungary, Indonesia, Italy, Lebanon, 
Luxemburg, Netherlands, Poland, Port- 
ugal and overseas territories, Rumania, 
Siam, Spain, Switzerland, Syria, Turkey, 
Viet-Nam and Yugoslavia), by B.H. DE 
FONTGALLAND. (See Bulletin for May 
1958, p. 695.) 


Special Report by B.H. DE FOonrt- 
GALLAND. (See Bulletin for September 
1958, p. 1415.) 


DISCUSSION BY THE SECTION. 


Meeting of the 30th September 1958. 


PRESIDENT : 


— The meeting opened at 9.45 a.m. 


The President (in French). — Gentle- 
men, we shall now embark upon our 
work in examining Question 7. 


Dt H. GscHWIND. 


The use of electronic equipment of 
high efficiency is a matter of great im- 
portance to us. In the past, most of the 
railway problems were almost exclusively 
of a technical nature. To-day, due to 
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the difficult situation of the railways, 
the competition, which we have to meet, 
and the recurring deficits, we must 
attempt to increase the economic 
efficiency of our services, as the costs 
of administration absorb a good deal 
of traffic revenue. The use of electronic 
equipment opens up new perspectives. 
The reports prepared by Messrs. DE 
FONTGALLAND and Sten UBBE have shown 
us the present applications and _ the 
possibilities for the future. The Sum- 
maries of the Special Report will serve 
as the basis of our discussion. 


I shall now call upon our Reporters 
to speak. I thank them for their very 
interesting reports and would ask Mr. DE 
FONTGALLAND, Special Reporter, to recall 
for us some of the principal points. 


Mr. de Fontgalland, Special Reporter 
(in French). — Mr. PRESIDENT, Gentle- 
men, the purpose of Question 7 is to 
study the possibilities of the use, by the 
Railway Administrations, of these new 
automatic data processing machines which 
are called, in French, « ensembles élec- 
troniques de gestion » — a more or 
less satisfactory translation of the Amer- 
ican term: « electronic data processing 
machines ». As these machines are of 
quite recent origin — it may be recalled 
that the first of them was taken into 
operation as recently as 1951 and that 
their development outside the United 
States has only begun during the last 
few years — the experience of the Railway 
Administrations in this field is still very 
limited. That is why our reports are 
more concerned with future prospects 
than with existing applications. 


Let us very briefly recall the definition 
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which we have adopted for an electronic 
data processing machine : Such a machine 
consists of electronics units of very high 
speed and capacity, capable of carrying 
out any calculation or operation of 
logical character (i.e., mainly comparisons) 
working from a stored programme. 


The faculty of carrying out logical 
operations and the possibility of storing 
the working programme in the machine 
thus represent the basic characteristics of 
electronic data processing machines and 
distinguish them, in particular, from 
electronic computers which have been 
greatly developed in recent years, though 
the exact border line between electronic 
computers and small electronic data 
processing machines may sometimes be 
difficult to define. 


With the aid of these two basic charac- 
teristics, utilized by the data processing 
specialists, it has become possible to 
translate the process of logical reasoning 
into programmes which can be followed 
and automatically carried out by the 
machine. Now, any managerial act — 
and, particularly, any managerial decision 
— is normally dictated by logical reason- 
ing. The literary meaning of the French 
term « ensemble électronique de gestion »: 
« Electronic management apparatus », 
is therefore well in keeping with reality. 


Let us try and amplify this point which 
is essential to the understanding of the 
possible applications of an electronic data 
processing machine. 


What is, in practice, the essence of 
the managerial function of an under- 
taking? With a good deal of over- 
simplification, it is this: to record, in 
a certain number of basic documents, 


840 BULLETIN OF THE INT. RAILWAY CONGRESS ASSOCIATION 


all the changes that have occurred in the 
previous position of the undertaking and 
to evaluate these data in such a way 
that, in each case, the best possible 
decisions can be made at all levels of 
command. If these changes conform 
to those which had been foreseen, there 
is no need to take any special action : 
the programme is carried out as planned. 
If, on the other hand, the changes reveal 
anomalies, a rapid decision is called for. 
Now, with the aid of electronic data 
processing machines, it is possible to 
program in advance for all possible 
anomalies and to bring out, automatically 
and very quickly, all their logical cons- 
equences. Managerial work will therefore 
be greatly facilitated. 


It would hardly seem necessary to 
recall that these machines, which are 
variously described in certain publicity 
circles as « electronic brains » or « robots» 
or the like, do not in fact « think » but 
are content faithfully to carry out the 
instructions of a programme which, in 
every detail, has been fixed by man. All 
that the machine can do, is to supply 
the data required for the decision. More- 
over, all decisions involve, apart from 
the measurable parameters, other sub- 
jective parameters which can of course 
not be fed into the machine, however 
perfect it may be. 


Another very important consequence 
of this definition is that the electronic 
data processing machines are universal 
tools. Suffice to recall the evolution 
that took place in the field of inform- 
ation equipment prior to the advent 
of the electronic data processing machine, 
i.e. essentially the punch card system. 
The same machines are used for dealing 
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with virtually the same categories of 
problems in all kinds of undertakings, 
no matter whether they belong to industry, 
commerce, administration or even to 
study and research. This remains true for 
electronic data processing machines, and 
in this respect, the reports have given 
some indications on the similarity of 
applications to which the electronic data 
processing machines are put by under- 
takings of greatly variegated character. 


Therefore, if the electronic data pro- 
cessing machines can be regarded as 
instruments of management which are, 
by definition, suited for all types of 
undertakings, it is obvious that they can 
also be used by the Railway Administra- 
tions. In this connection, the reports 
have brought out three aspects which are 
particularly important as regards the 
specific managerial problems of a railway 
undertaking. 


They are: the great volume of basic 
data; the extreme diversity of the stat- 
istics handled; and finally, the multiplicity 
and geographical dispersion of what may 
be called the railway establishments, i.e. 
the different points of a railway network 
where these different activities are carried 
out and recorded. 


Through adapting these features — 
which can be summed up as representing, 
at the same time, a great volume of data 
and a great volume of results — to the 
technical possibilities inherent in elec- 
tronic data processing machines, the 
latter are very clearly particularly well 
suited to the solution of the problems 
with which the Railway Administrations 
are confronted. However, the reports 
have made two important reservations. 
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The first qualification is this: These 
machines are obviously complicated and 
therefore expensive. Their acquisition can 
therefore only be justified above a certain 
minimum amount of work. This was 
already the case with punch card machines. 
Small undertakings are not always inte- 
rested in mechanisation. There is a 
certain minimum level above which 
mechanisation becomes an economic pro- 
position. This applies equally to elec- 
tronic data processing machines. In fact, 
most of the Administrations which have 
been good enough to reply to our ques- 
tionnaire have emphasized this point. 


The second point is extremely important. 
As we are dealing with data processing 
machines, it is first necessary to transmit 
the basic data, and then to disseminate 
the results. Now, with the rare exception 
of an urban railway network, a railway 
system may extend over several thousands 
or even several tens of thousands of 
kilometres so that the problem of liaison 
and telecommunications may constitute 
an impediment to the use of electronic 
data processing machines or may, at least, 
call for a special study and for certain 
capital investments which might be consi- 
derable. 


Such are, very briefly, the possibilities. 
What are, according to the replies received 
from the Administrations, the realisations 
carried out so far? 


As I have said at the outset, the number 
of present-day applications is still extrem- 
ely small. To all intents and purposes, 
we are still largely in the study phase. 


Even so, a first tendency is already 
apparent. It is this : — Practically all the 
Administrations which have placed an 
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order for an electronic data processing 
machine or intend to do so shortly, have 
given priority to dealing with problems 
which are already dealt with by punch 
card methods. This tendency is perfectly 
understandable, because the results can 
be obtained more quickly, the equipment 
can pay its way sooner and, generally, 
the study problem will be easier. But it is 
worth pointing out that these problems, 
with very rare exceptions, are not specific 
to the railways. 


What is, in fact, the specific problem of 
a railway administration? It is to dispatch 
and carry passengers and goods. Hence 
the problems of routing, the problems 
of transport proper with their particular 
aspects, the problems of rolling stock 
circulation and utilisation and of the 
distribution of empty wagons. For these 
problems, it will be rare to find counter- 
parts in otherwise comparable types of 
undertakings. 


Studies are being carried out, to some 
extent, in many places but none of the 
Administrations which have been good 
enough to reply to our questionnaire has 
given us the impression of having, up to 
now, found a new solution to these 
problems. 


In this field, the way ahead therefore 
still remains almost entirely open. The 
directions in which certain studies are 
orientated give rise to techniques which 
are often rather difficult, and especially 
to operational research techniques. And 
in this connection, it is possible to state 
that, due to the calculating capacity of 
electronic data processing machines — 
and this is a question, not so much of 
logical processing, but of arithmetical 
calculation — it has certainly become 
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possible to find solutions to problems 
which it had been impossible or very 
difficult to solve without high-speed cal- 
culating machines. We know that certain 
Administrations are actively pursuing 
their studies in this sphere which we 
certainly regard as one of the finest 
applications for electronic data processing 
machines. 


Finally, some Administrations have 
indicated in their reply that they intend 
to make use of all the possibilities offered 
by electronic data processing machines by 
using them for what we have termed 
« centralized management »; i.e. to try 
and obtain, from the. simultaneous pro- 
cessing of a minimum number of basic 
documents, all the data required for the 
management. These Administrations have 
made a point of stressing the importance, 
the difficulty and the length of time of 
the corresponding studies. 


The Reporters have also emphasized 
the possibilities offered by the electronic 
data processing machines as regards the 
solution of problems common to several 
Administrations, such as common tariffs, 
wagon pools, etc. 


Finally, the reports include some reflec- 
tions on the economics of electronic 
data processing machines — reflections 
which are still theoretical, and which 
distinguish between direct and indirect 
savings. 


The Special Report concludes with 
some information concerning the or- 
ganisation of the studies, emphasizing 
the fact — and this is certainly one of the 
points of most immediate interest to the 
Administrations — that such studies are 
of necessity lengthy and complex and 
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that, if early and correct results are 
required, the working teams must consist 
of highly qualified staff. 


These are, Mr. PRESIDENT, the main 
points of the report, briefly summarized. 


The President (in French). — I thank 
Mr. DE FONTGALLAND for his remarks. 
I now call upon Mr. STEN UBBE. 


Mr. Ubbe, Swedish State Railways 
and Reporter. — I have nothing to add to 
the report of Mr. DE FONTGALLAND; 
we have worked together, and discussed 
this problem, and, as I pointed out in 
my report, it now appears that this 
question has been taken up for consider- 
ation at far too early a stage, at least at 
the time when the questionnaire had to 
be answered. It may be that the represent- 
atives of the different Administrations 
here to-day can add something new to 
the problem, but personally at this stage 
I have nothing to say. 


The President (in French). — Gentlemen, 
the general discussion can begin. In 
accordance with the traditions of Congress, 
we shall discuss the draft summaries 
rather than the preliminary reports them- 
selves. In studying the summaries and 
proposing amendments, you will have 
every opportunity to say something also 
in regard to the reports themselves. 

We shall thus begin the discussion of 
the summaries. I ask the Principal 
Secretary to read Summary No. 1. 


Mr. Schoonjans, Principal Secretary 
(in French). — Draft Summary No. 1: 


1. In view of the extreme novelty of the 
subject concerned, the summaries outlined 
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below can only have an informative value. 
A certain number of Administrations, of 
varying importance, are already using elec- 
tronic data processing machines (EDPM) 
or are engaged in preliminary studies and 
have placed orders. So far, however, exper- 
ience is not sufficient to warrant definitive 
conclusions. 


The President (in French). — The 
discussion is open. — Is there anyone 
wanting to speak on this Summary? 


Mr. Hinds, British Transport Com- 
mission. — | would first like to agree, up 
to a point, with what Mr. UBBE has said : 
that the question and some of the answers 
with which we are dealing here this 
morning are rather premature. The 
subject with which we are dealing, that is 
the development and use of electronic 
calculators and computers in railway 
work, is moving so fast that the questions 
which were posed when the agenda for 
this Congress was drawn up are already 
out of date in that they do not now 
represent the most important objects 
for which we should use these machines. 
Furthermore, the questionnaire -which 
was sent out to participating railways 
over a year ago, was completed many 
months ago, and the answers to it are 
already out of date (in so far at least as 
British Railways are concerned). The 
information which we gave then does not 
represent the situation as it is to-day, 
and I think I can now truly say that we 
have at least some experience in the use of 
these machines, and have reached the 
stage where is is not «just something 
in the clouds ». 

To take one small aspect in which the 


summary is incorrect : there are at present 
in Great Britain ten different firms which 
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are making computers to the full degree 
of automaticity to which Mr. DE FoNT- 
GALLAND refers. 


In British Railways, we had a large 
number of tasks performed at service 
bureaux by computers; these were tasks 
of the type which were not recurrent; they 
embodied a large mass of data and of 
calculation based on this data, but they 
have been done once and for all; they 
are not repetitive tasks. Amongst them, 
we calculated on a computer LEO the 
shortest distances between all the 6 000 
freight terminals on British Railways — 
this was completed 18 months ago. We 
also calculated the timings and speed 
curves for new electronic and diesel 
services for a number of different loco- 
motives, and for a number of different 
tracks, in order to begin to plan the new 
services when these locomotives are in- 
troduced. Both of these tasks we found, 
not only very much quicker when per- 
formed by service bureaux on our behalf, 
but also very much cheaper than if they 
had been done by the conventional 
method; in fact, the first task, would 
have been quite impossible to perform by 
ordinary means because it would have 
taken 25 years. These are the type of 
tasks of which we have had experience at 
service bureaux. 


We have already in British Railways 
18 electronic calculators of the smaller 
type, and five computers of the automatic 
type installed and in use. A further four 
calculators and three computers are on 
order. Of the five computers which have 
been installed, one is purely for scientific 
and engineering computing, and so does 
not come within the scope of our question 
to-day. Of the four computers that are 
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to be employed on office work, one, 
a P.C.C., was installed in the Western 
Region at Swindon in 1957, and has been 
used to calculate the weekly pay of 
11000 employees, mostly workshops 
staff. As the result of the use of that 
machine, the staff of the pay office has 
been reduced by about 31. We are making 
savings which amount to £9000 per 
annum, and that is within 10 % of the 
direct savings which were. calculated 
when this machine was planned. This 
machine is loaded to full capacity at the 
peak period of the week, but in off-peak 
hours has been used for working out 
programmes for stores accounting and 
stock control. A second machine is 
being ordered, which is included in those 
which I have already mentioned, to take 
over stores accounting and control. 


Furthermore, in June 1956, a HEC 
machine was installed at Paddington, 
and this, too, has been employed on 
weekly pay calculations, and it is taking 
over an increasing number of tasks, 
although it is not yet employed at capacity. 
However, we have already made a saving 
of 11 in the pay office staff with which 
this machine is dealing. 


The machines which have been ordered 
will be used in the first instance for pay, 
for traffic statistics, and for stores account- 
ing, and these are jobs which were done 
in the past on punched card machines, 
and are tasks which were selected for the 
very reasons which Mr. DE FONTGALLAND 
has so well outlined in his report. 


I suggest, therefore, Mr. PRESIDENT, 
that it is possibly not quite accurate to 
say, as is stated in the summary, that at 
the present time we have only plans; 
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we claim that we have started with 
real deeds. 


The President (in French). — | thank 
Mr. Hinps for his interesting remarks. 
It should be kept well in mind that the 
reports have been compiled on the basis 
of the questionnaire. In view of recent 
technical progress, and the progress in 
applications, the replies to this question- 
naire may well be outdated by now. 
I think, however, that we must rule out 
a change of all the summaries. If we 
wanted to bring all the experience up to 
date, a second report would be needed. 
That is why, at the end of their summaries, 
the Reporters themselves suggest that the 
question should again be put on the 
agenda of a forthcoming Congress. 


Are there any other remarks ? 


Mr. DE FONTGALLAND, will you 
please take note of Mr. HINDs’ suggestion 
regarding Summary No. 1? 


Mr. de Fontgalland (in French). — In 
what way, Mr. PRESIDENT ? 


The President (in French). — By just 
keeping in mind that the experience of 
which we speak is, in a sense, out of 
date due to the development that has 
taken place since the questionnaire was 
forwarded. 


Mr. de Fontgalland (in French). — I 
would not go as far as to say that all 
the experience of last year is outdated. 
Admittedly, we have, since then, the 
experience gathered by British Rail- 
ways — a fact which, incidentally 
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tends to corroborate the conclusions of 
the Report by demonstrating that the 
electronic data processing machines are 
indeed of interest to the railways. The 
British Delegate has told us that, since 
their report was compiled, they have 
taken several electronic data processing 
machines into operation. The same 
applies to the French Railways. For the 
last six months, we have been using an 
I.B.M. 650 computer, one of the two 
referred to in our reply, and after six 
months of operation, we can state that 
the expectations have been fully realized, 
and that we have been able to place at 
the disposal of the supplier exactly the 
number of punch card machines that had 
been anticipated. 


I am therefore in complete agreement 
with Mr. HINpDs when he says that pro- 
gress has been very rapid, and that the 
replies formulated a year ago are no 
longer accurate as regards, in particular, 
the advance of studies and the choice 
of applications. But, in my opinion, 
such development merely confirms the 
conclusions reached by the Reporters. 


The President (in French). — I agree. 
Would you suggest a modification of the 


~ wording, Mr. HInpDs? 


Mr. HINDs answers in the negative. 


— The final text of Summary No. 1 
will be submitted to the Assembly at the 
next meeting. 


The President (in French). — We now 
pass on to Summary No. 2. 


Mr. Schoonjans (in French). — Draft 
Summary No. 2: 
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2. Electronic data processing machines are 
made up of units which, owing to the use 
of electronics, operate at very high speeds 
and have high capacity; they are able to 
carry out any calculation or logical opera- 
tion (comparison), working from a stored 
programme. 


They are « machines for the automatic 
processing of information », and their poten- 
tialities are far in excess of those offered 
by standard punch card equipment. In par- 
ticular, they permit the application of the 
so-called management by « exception » or 
« difference » method to problems compris- 
ing a considerable number of data or para- 
meters, so that the machines are well suited 
to serve as instruments of management and, 
in particular, as a means of arriving at deci- 
sions. 


The President (in French). — The 
discussion is opened. Are there any 
remarks? 


Mr. Strauss, Swiss Federal Railways 
(in French). — Mr. PRESIDENT, Gentle- 
men, it seems to us that the expression 
« very high capacity » should be defined 
more closely. 


The latest developments set up the 
problem of the choice of the universal 
machine as opposed to the specialized 
machine. The former, capable of doing 
all kinds of work, is on the market and 
ensures medium efficiency in numerous 
applications. But its capacity will rarely 
be used to the full since its equipment 
will be determined by the most difficult 
case. The second type of machine, 
« made to measure » as it were, will be 
more expensive as it cannot be obtained 
on the market. On the other hand, it 
will have the advantages of perfect 
efficiency and constant availability. 


With the latest types 
machines, this permanent (or 


of universal 
quasi- 
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permanent) availability is also ensured by 
the fact that these machines permit the 
superposition of several programmes while 
the waiting times, in priority order, are 
limited to the jointly used organs. For 
instance, the arithmetical unit cannot 
make two additions at one and the same 
time, but it can add up data of one 
programme at the same time as the 
machine determines a factor for another 
programme so that the delays caused by 
the superposition of programmes are 
hardly noticeable. 


With the latest technical development, 
it has become possible to divide the 
electronic data processing machines into 
units which can be combined with a 
minimum equipment, generally without 
punch cards, which is _ particularly 
economic. Such a machine could not 
cope with very great volumes of data, 
but it would be suitable for solving well 
defined problems while permitting a 
subsequent extension up to the level of a 
high-capacity electronic data processing 
machine. 


I would therefore propose to add, in 
brackets, after « owing to the use of 
electronics, operate at very high speeds 
and have a very high capacity », the 
words : « capacity of internal and external 
storage, possibility of connecting auxiliary 
machines, etc. » 


The President (in French). — Any other 
suggestions ? 


What does the Reporter think of this 
amendment? 


Mr. de Fontgalland (in French). — I 
fully agree with Mr. Strauss. In fact, 
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this can only serve to amplify the defini- 
tion of electronic data processing 
machines. 


The President (in French). — Do you 
accept the amendment proposed by 
Mr. STRAUSS? 


(Mr. de Fontgalland indicates assent.) 


— The amendment is accepted. 


— The final wording of this Summary 
will be submitted to the Assembly at the 
next meeting. 


The President (in French). — We now 
pass on to Summary No. 3. 


Mr. Schoonjans (in French). — Draft 
Summary No. 3: 


3. Electronic data processing machines 
thus appear to be suitable for dealing with 
all the problems arising from the manage- 
ment of a railway system, in particular: 


— control of staff and of supplies and 
materials; 


— accountancy; 

— statistics; 

— costing; 

— budgetary control; 

— user of rolling stock (turn-round); 
— studies of fares and charges; 


— technical and scientific calculations (time- 
table calculations, etc.); 


— etc. 


The President (in French). — The 
discussion is opened. Does anyone want 
to speak? 
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Mr. Strauss (in French). — Mr. PREsI- 
DENT, Gentlemen, I apologize for speaking 
up again, but I have only a minor question 
to ask as regards the sequence of items 
mentioned in the draft summary : 
« Control of staff and materials, account- 
ancy, costing, budgetary control, user of 
rolling stock (turn-round)» are the main 
tasks. When these are accomplished, the 
machine gives also the statistics. Then 
the list continues with the technical and 
economic studies, fares and charges, etc. 


I should like to ask if it would not be 
more logical to place the statistics after 
« user of rolling stock (turn-round) », 
since statistics are the product of the five 
preceding functions. 


The President (in French). — Mr. DE 
FONTGALLAND, what do you think? 


Mr. de Fontgalland (in French). — I 
fully agree Mr. StRAuss. This is more 
logical. 


The President (in French). — Is the 
proposed amendment adopted? (Assent. ) 


Are there any other suggestions? If 
this is not the case, we pass on to Sum- 
mary No. 4. 


— Summary No. 3, thus modified, is 
adopted and the final text will be submitted 
to the next meeting. 


Mr. Schoonjans (in French). — Draft 
Summary No. 4: 


4. The use of an electronic data processing 
machine appears to be subject to the fol- 
lowing conditions : 

— a minimum level of activity, measured in 
terms of « basic data ». The advent, on 
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the market, of electronic data processing 
machines of small capacity will tend to 
reduce this minimum level; 


— the creation of a suitable system of links 
between the establishments from which 
the data emanate, the machines by which 
these data are processed, and the depart- 
ments interested in the results. 


The President (in French). — The 
discussion is open. 


Mr. Strauss (in French). — Mr. PREsI- 
DENT, Gentlemen, I have another minor 
observation to make here which rather 
follows from Summary No. 2, adopted 
earlier on. 


In the second paragraph, we talk of 
« electronic data processing machines of 
small capacity ». Could we not rather 
say « electronic data processing machines 
of extensible capacity, with limited initial 
equipment »? The Administration using 
the machine might therefore take the 
latest developments into account. 


The President (in French). — Any other 
remarks ? 


Mr. Hinds. — I wish to make a further 
point : I would like to propose to add 
a third to the two conditions which are 
in the summary. The third condition 
that I suggest is : 


« ... the generation of prime data in 
machine language at source wherever this 
is practicable . » 


In his report, Mr. Usse refers to the 
data processing of machine tickets. We, 
too, in Great Britain are studying this 
problem, but from a special aspect. The 
ticket dispensing machines which we 
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use produce all the information relating 
to each ticket issued, but as this informa- 
tion has to be analysed on a computer 
either for statistical or accounting pur- 
poses, the data printed by the ticket 
machine must first be completed and 
punched by hand on to cards or on to 
tapes. Now this punching process is 
very costly; it is very slow, and it tends 
to the introduction of a very large number 
of mistakes. We are examining two 
different methods of overcoming this 
difficulty, and avoiding the necessity for 
copying and punching. But this is only 
one special case, because in railway 
work the prime documents are small in 
number or type, but very large in the 
number of copies. Frequently, these 
prime documents are written on small 
pieces of paper with a blunt pencil by 
a man who can hardly write. There are 
many mistakes made in copying these 
prime documents on to punched cards 
or punched tapes, so that the application 
to the ticket dispensing machine is only 
a special case. In order to make the 
best use of the large computers, I consider 
it essential, wherever it is possible, to 
have the data generated in machine 
language at its very source. 


It is for that reason that I propose 
the third condition under paragraph 4. 


The President (in French). — Are there 
any further observations? 


Mr. Cecchi, Italian State Railways (in 
French). — Mr. PRESIDENT, Gentlemen, 
I should like to make the point that it 
is necessary to distinguish between the 
conditions which must exist prior to the 
introduction of an electronic data pro- 
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cessing machine, and those which must 
be observed when the machine is in use. 
In my opinion, the only conditions 
belonging to the first category is that 
of a minimum level of activity. This is 
a necessary condition if the electronic 
data processing machine is to be useful 
and economic. The creation of a system 
of links between the establishments from 
which the basic data emanate is merely 
one of several conditions to be observed 
when the machine is in use, in order to 
enable the machine to work at all, and 
to obtain a result. 


In my opinion, these two categories of 
conditions should be covered by two 
distinct points in our Summaries. 


Mr. Bosc, French West African Rail- 
ways (in French). — Mr. PRESIDENT, the 
discussion seems to turn to the definition 
of the minimum basic data required to 
warrant an electronic data processing 
machine. I think that we shall be able 
to see our way more clearly if we take 
the discussion of Summary No. 5 before 
that of Summary No. 4. Summary No. 5 
would elucidate the range of small 
electronic data processing machines which, 
in most cases, seem to be in operation 
already. On this basis, one might define 
the level above which the basic data 
would warrant the installation of a 
complete E.D.P.M. outfit. 


The President (in French). — What 
does the Reporter think? 


Mr. de Fontgalland (in French). — In 
reply to the question raised by Mr. Bosc, 
I do not think that we could define a 
minimum level as there is no common 
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unit of measurement as between one 
Administration and another. This already 
applies to punch card systems. Among 
the Administrations which « appear » to 
be of similar importance — and I say 
« appear » because comparisons are on 
the contrary difficult to make — some 
believe that they are already within the 
economic range of mechanisation whilst 
others think that they are still in the 
sphere of manual work. Also, I cannot 
see how we could define a minimum 
level, even one of merely indicative value 
to the Administrations. 


Mr. Bose (in French). — I am not 
merely referring to the definition of a 
minimum level. I think that, if we would 


first examine Summary No. 5 which 
departs from the commencement of 
mechanisation — and it would perhaps 


be more logical to pass from the com- 
mencement of mechanisation to more 
advanced mechanisation, and thence to 
the electronic data processing machine — 
this would elucidate the problem better. 
It is, in fact, very difficult to define a 
critical level. 


Mr. de Fontgalland (in French). — I 
have no particular objection to M. Bosc’s 
proposal but I should like to point out 
that, logically, Summaries Nos. 5 and 6 
should follow each other. 


Mr. Bosch (in French). — Let us keep 
them together. We might take Summaries 
Nos. 5 and 6 before Summary No. 4. 


Mr. de Fontgalland (in French). — 
If one wishes to make this change, it is 
therefore necessary to place Summaries 
Nos. 5 and 6 before Summary No. 4. 
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The President (in French). — Are you 
agreed that the sequence of the Summaries 
is changed in this way? Summaries Nos. 5 
and 6 would become Summaries Nos. 4 
and 5, and Summary 4 would become 
No. 6 (Assent). 


We shall therefore examine Summary 
No. 5 which now becomes No. 4. 


Mr. Schoonjans (in French). — Draft 
Summary No. 5 (new No. 4) : 


5. The applications first dealt with by an 
electronic data processing machine are, in 
most cases, those already handled by stand- 
ard punch card methods. The study of these 
applications is easier, and economic advant- 
ages can be derived from the equipment 
more rapidly. 


Mr. Carlier, Belgian National Railways 
(in French). — Mr. PRESIDENT, Gentlemen, 
I am wondering whether it might not 
be useful to emphasize certain other 
advantages which can be obtained, during 
the first phase, by applying electronic 
data processing machines to problems 
already handled by standard punch card 
methods. Apart from the greater economic 
efficiency thus ensured, this utilisation of 
electronic data processing machines will 
enable the staff to become familiar with 
the equipment, and this will happen with 
applications which, though not exactly 
easy, are still relatively simple compared 
with management problems which it is 
intended to tackle later. In this way, the 
Administrations are soon able to rely 
on a tool which enables them to embark 
on new studies, and to try out certain 
solutions at hours when the machine is 
not in normal use. 


I would therefore propose to complete 
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the draft of Summary No. 5 by the 
following sentence : « At the same time, 
the staff becomes progressively more 
familiar with the electronic data proces- 
sing machine, and the latter is available 
to the specialists for the study of more 
complex problems which require a longer 
period of preparation. » 


The President (in French). — Does 
anyone want to speak? 


Mr. de Fontgalland (in French). — 
I quite agree with the ideas put forward by 
Mr. CARLIER. We have not, in the Sum- 
maries, specifically referred to this utilisa- 
tion of staff, simply in order to keep the 
text concise, in the belief that the words 
« the study of these applications is easier » 
already imply the idea that the research 
staff will have an easier task and that the 
words «economic advantages can be 
derived from the equipment more rapidly » 
contain the idea that the equipment will 
be used as soon as possible, and also for 
more advanced studies. 


But, apart from the fact that it will 
lengthen the text somewhat, I have 
personally no objection to this ampli- 
fication of the text. 


The President (in French), — Are you 
agreed on this amendment? (Assent). 


Mr. Hinds. — I would agree with 
Mr. CARLIER that this is an important 
aspect, because it does enable one to 
make machines quicker, and familiarity 
does help to increase the enthusiasm of 
the staff for the use of these machines. 
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The President (in French). — Mr. 
CARLIER’s amendment is thus accepted? 
(Assent ). 


— The final text will be submitted to 
you at the next meeting. 


We now pass on to the draft of Sum- 
mary No. 6. 


Mr. Schoonjans (in French). — Draft 
Summary No. 6 (which now becomes No. 5) 


6. The most complete utilisation of the 
potentialities of electronic data processing 
machines consists in « centralized manage- 
ment » or « integrated data processing », 
i.e. the centralized processing of all data 
contained in the various basic documents in 
which the activity of the system is reflected, 
with a view to obtaining from them all the 
results required for management purposes 
in all spheres. The electronic data proces- 
sing machine thus represents a « Manage- 
ment Information Centre », at the disposal 
of the different departments. 


It is important to make the point that 
such a conception is by no means incom- 
patible with the decentralisation of execu- 
tive functions which is indispensable in a 
railway system. Introduction must be gra- 
dual and calls, in particular, for a very 
detailed study of all the information circuits 
of the system, and for a very efficient organ- 
isation of the internal links within the 
Administration. 


The President (in French). — The 
discussion is opened on the new Sum- 
mary No. 5. 


Mr. Strauss (in French). — Mr. Pre- 
SIDENT, Gentlemen, in the second para- 
graph, the Reporter arrives at the very 
interesting and very fair conclusion that 
«it is important to make the point that 
such a conception is by no means in- 
compatible with the decentralisation of 
executive functions which is indispensable 
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in a railway system ». In these conditions, 
is it not advisable to add at the end of 
the Summary: «The decentralisation 
of management could also be envisaged 
by using a number of low capacity 
E.D.P.M. interconnected only for the 
purpose of exchanging processed date ». 


The President (in French). — Are 
there any other suggestions? 


Mr. Schmitz, German Federal Railway 
(in French). — I should like to put a 
question. 


It is stated in the Summary that the 
most complete utilisation of the potential- 
ities of electronic data processing machines 
consists in «centralized management », 
i.e. the centralized processing of all data 
contained in the various basic documents 
in which the activity of the system is 
reflected. 


I wonder if the question of seat or 
berth reservations should not come in at 
this point. On the ferry-boats plying 
between Germany and Scandinavia, the 
berth reservation service is carried out by 
teleprinters. It could be carried out by 
electronic machine but this would ob- 
viously mean that a machine must be 
specially designed for this purpose and 
used exclusively for this work. 


Mr. de Fontgalland (in French). — 
Mr. PRESIDENT, when compiling the 
questionnaire on which this report is 
based, we excluded from the high- 
capacity electronic machines such extrem- 
ely specialized machines as those dealing 
with seat reservations, since such machines 
are, more often than not, manufactured 
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on demand, for a given problem. We 
thought that the question was framed 
much more with a view to machines 
suitable to deal with management pro- 
blems at large, the most important of 
which are quoted in the very text of the 
question. 


Have I answered your 
Mr. SCHMITZ? 


question, 


Mr. Schmitz (in French). — I under- 


stand that. This is obviously so, but 
there are two alternative processing 
methods. The documents can be central- 


ized by standard punch card processing 
methods. But it is a different proposition 
to centralize the decentralized units by 
means of teleprinters. Will the central 
machine always be available for this 
work? 


I think that it is necessary to keep this 
question in mind for the future. 


Mr. de Fontgalland (in French). — 
Under this new aspect of data centralisa- 
tion by teleprinters, this question is 
linked with the one posed by Mr. HINDs 
earlier on which, I think, we will still 
come up for discussion. Briefly, it is a 
question of introducing the machine 
language into the transmission of data at 
a point as close as possible to the source. 
I think that, in this respect, we are quite 
agreed. I had misunderstood your 
question to begin with. 


Mr. Hinds. — I gather that the last 
question was really whether it was possible 
to consider a seat reservation machine as 
part of a centralised data processing 
installation. 
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We have, in fact, looked into this 
question in Britain. Apart from the 
problem of machine language and _tele- 
communications, it would be impossible 
to include seat reservations as part of 
the work of an electronic data processing 
unit, as the machine required for the 
latter would need to be free and ready 
at all times for this purpose. 


I think that answers the special question 
that has been made. 


Mr. Schmitz (in French). — This is 
quite clear. I agree. But I think it is 
necessary to raise this question with a 
view to the future. The electronic machines 
offer great advantages for this kind of 
applications. 


Mr. de Fontgalland (in French). — 
I should like to be quite sure to have got 
at the bottom of that question. Did you 
mean to say that the specialized seat 
reservation machines have a great future? 


Mr. Schmitz makes a statement in 
German. 
Mr. Schoonjans (translating into 


French). — Mr. Scumitz thinks that it is 
necessary to distinguish between conven- 
tional machines, even those comprising 
electronic devices, which must deal with 
a great number of basic documents, on 
the one hand, and specialized machines 
on the other hand. He is wondering 
whether we should not, in the present 
discussion, deal rather more with these 
specialized machines which, for a well 
defined function, make use of a central 
organ and a great number of outposts. 
This is what his suggestion boils down to. 
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The President (in French). — Would 
you like to make a precise suggestion, 
Mr. SCHMITZ ? 


Mr. Schmitz replies in German. 


Mr. Schoonjans_ (translating into 
French). — Mr. SCHMITZ suggests that 
the sentence «... consists in ... the cen- 
tralized processing of all data contained 
in the various basic documents... » in the 
new Summary No. 5 should be amplified 
so as to bring out the exact problem of 
specialized machines or organisations. 


The President (in French). — We are 
discussing a special point which might 
perhaps be added to the former Sum- 
mary No. 4 (new Summary No. 6). 


Mr. de Fontgalland (in French). — I 
think, Mr. PRESIDENT, that Mr. SCHMITZ’s 
suggestion is in line with that made by 
Mr. Strauss. If I have understood 
correctly, Mr. StTRAusS pointed out, 
earlier on, the possibility (brought out in 
the Summary) of having an electronic 
data processing machine of very high 
capacity, ensuring an integral centralisa- 
tion of data processing. Mr. STRAUSS 
added that there was another possibility 
which consisted in segregating the pro- 
blems and decentralizing the data proces- 
sing of each major category of problems 
in electronic data processing machines of 
lower capacity, and establishing a central 
liaison system in order to merge the 
global results. This is, I believe, a faithful 
rendering of your thoughts? 

Mr. Scumitz deals, basically, with a 
rather specific case of the question raised 
in a general way by Mr. STRAuss (Mr. 
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SCHMITZ indicates assent), and if we add 
a sentence dealing with the point of view 
put forward by Mr. Strauss, we shall 
eo ipso cover the remarks of Mr. SCHMITZ. 


The President (in French). — Mr. DE 
FONTGALLAND, do you accept the point 
of view put forward by Mr. Strauss? 
(Assent). 


Gentlemen, are you agreed on the 
amendment by Mr. Strauss? (Assent). 


In consequence, the amendment sug- 
gested by Mr. ScuHmiTz is also accepted, 
and the final text will be submitted to 
you at our next meeting to-morrow. 


We pass on to Summary No. 6, or 
rather, we revert to the former Summary 
No. 4. 


Three amendments have already been 
suggested. Are there any others? 


I would ask Mr. DE FONTGALLAND to 
outline the position. 


Mr. de Fontgalland (in French). — 
Mr. PRESIDENT, three amendments on the 
subject of this question have been propos- 
ed. 

One, by Mr. Srrauss, deals with 
questions of form and calls for an ampli- 
fication of the term : «electronic data 
processing machines of small capacity ». 
Keeping in mind the amplifications made, 
at the request of Mr. SrRAuss, to Sum- 
mary No. 2 on the very conception of the 
capacity of an electronic data processing 
machine, and the possibility of grouping 
different units in numbers which are, in 
practice, left to the discretion of each 
user, I personally feel that it is not neces- 
sary to revert to this question in Sum- 
mary No. 4. 
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Mr. Strauss (in French). — Mr. Pre- 
SIDENT, Gentlemen, what I had in mind 
was that one should not merely talk of an 
electronic data processing machine which 
has, and will always have, a low capacity 
but that one should envisage a capacity 
which can be extended. We should not 
use the term « low capacity » as indicating 
a «permanently low capacity » but a 
«low capacity capable of subsequent 
extension ». 


Mr. de Fontgalland (in French). — 
I take the liberty to dwell on this matter. 


There are two points in the arguments 
put forward by Mr. STRAUSS. 


As regards the first, I agree that we 
might say that one may begin with a 
small electronic data processing machine, 
and may extend it later. This point is 
covered by the definition which you have 
proposed by way of amplification of 
Summary No. 2. 


The second point is that there are small 
electronic data processing machines in 
existence. The (former) Summary No. 4 
tries to define a minimum level of activity. 
This minimum level becomes fairly low 
for the very reason that small electronic 
data processing machines are being manu- 
factured which, by definition, are exten- 
sible. But the precise purpose of this Sum- 
mary is to state that even less important 
Administrations which, a few years ago, 
could not envisage the use of an electronic 
data processing machine because there 
was no machine smaller than, e.g. the 
I.B.M. 650, now find on the market 
complete outfits which, while possessing 
all the characteristics of an E.D.P.M., 
are much smaller and therefore suitable 
for them. 
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I should like to point out that these 
two points should not be confused. 


Mr. Strauss (in French). — I fully agree, 
Mr. DE FONTGALLAND. We have cleared 
up this point, and I think that we can 
therefore leave the text as it is. The 
Proceedings will show in which sense we 
have used this term. 


The President (in French). — The 
amendment by Mr. STRAUSS is withdrawn. 


Mr. Hinds. — I would just like to ask 
whether the real point is not smaller 
capacity but smaller costs. 


Mr. de Fontgalland (in French). — 
I believe this amounts to the same thing. 


The President (in French). — Would 
you like to suggest an amendment, 
Mr. HINDs? 


Mr. Hinds. — No. 


Mr. de Fontgalland (in French). — 
There now remain two proposals. 

First of all, Mr. Hinps would like to 
add a third condition for the use of 
electronic data processing machines : the 
introduction of data in machine language 
at a point as close as possible to the source 
of the data. I believe that Mr. HINDs 
is mainly thinking of punch cards. 


Mr. Hinds. — Either cards or tapes. 


Mr. de Fontgalland (in French). — 
Moreover, Mr. Ceccui asks that the two 
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conditions referred to in the wording of 
the (former) Summary No. 4 should be 
dissociated from each other, inasmuch as 
the first condition : «a minimum level 
of activity » is, in his view, absolutely 
indispensable whilst the second condition: 
«the creation of a suitable system of 
links » is not, in his view, indispensable. 
Have I interpreted Mr. CECCHI’s thoughts 
correctly ? 


Mr. Cecchi (in French). — I do not 
think that the second condition is less 
indispensable than the first but I think 
that both conditions are of different 
character. The first must be realized 
prior to deciding on the introduction of 
an electronic data processing machine. 
The second is a question of application. 
Once it has been decided to introduce 
this system, it is necessary to establish 
the requisite links, and this is one of the 
essential conditions to observe. 


The notion recurs in the last paragraph 
of the (former) Summary No. 6 where 
we say : «... a very detailed study of all 
the information flow of the system and 
a very efficient organisation of the internal 
links ». This appears to be an important 
condition when it comes to the practical 
application, to the concrete realisation 
of the electronic data processing machine 


Mr. de Fontgalland (in French). — 
Mr. PRESIDENT there is, in fact, a diffe- 
rence in importance between the first 
condition and the second. Moreover, I 
think, as does Mr. Hinps, that the intro- 
duction, at the lowest possible level, of 
data expressed in machine language is 
highly desirable wherever this is possible. 
It is, incidentally, not possible in all 
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cases. It is not a necessary feature, but 
a desirable one. 


I think that we might deal with the 
different suggestions in the following 
way. We might divide this Summary into 
two parts and state, under a first number, 
the first condition : — a minimum level 
of activity. We might then, under a 
second number, state the conditions 
which are, though not indispensable, 
highly desirable and often very necessary : 
on the one hand, the links referred to in 
the text and, on the other hand, the 
question raised by Mr. HINDs, viz. the 
introduction, at the lowest possible level, 
of data expressed in machine language. 


Will this meet with the wish of the 
delegates ? 


The President (in French). — Are you 
in agreement with this view? We shall 
divide Summary No. 6 (formerly No. 4) 
into two separate parts which assume the 
numbers 6 and 7 (Assent). 


We shall now pass on to Summary No. 8, 
formerly Summary No.7. 


Mr. Schoonjans (in French). — Draft 
Summary No. 7 (which now becomes 
No. 8): 


7. Electronic data processing machines ap- 
pear to be suitable for the handling of prob- 
lems common to several Railway Administra- 
tions : common tariffs, exchange of materials, 
wagon pools, etc. 


The 
any 


The President (in French). — 
discussion is opened. Are there 
remarks? 


— Summary No. 8 (formerly No.7) is 
adopted without discussion. 
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The President (in French). — We now 
pass to the new Summary No. 9 (formerly 
Summary No. 8 of the Report). 


Mr. Schoonjans (in French). — Draft 
Summary No. 8 (which now becomes 
No. 9): 


8. As regards the economic aspects, it 
appears to be necessary to distinguish be- 
tween : 


— direct savings, compared with present 
management methods, and 


— indirect savings, resulting from improved 
efficiency of management owing to the 
supply of more exact and more up-to- 
date information. 


Mr. Sanchez, Argentine State Railways 
(in Spanish). — I should like to see, in 
the French text, a better definition of the 
terms «rentabilité directe » (direct sav- 
ings) and « rentabilité indirecte » (indirect 
savings). 


Mr. de Fontgalland (in French). — 
The terms «direct » and « indirect » 
are not used here in the same sense 
as we use them when talking of direct 
expenses or indirect expenses, especially 
in costing calculations. The Summary 
has been kept as concise as possible. 

« Rentabilité directe » may be defined 
as follows. Prior to buying or hiring an 
electronic data processing machine for 
a given, well-defined task, this task was: 
performed by punch cards or even by 
hand. We know exactly the cost of staff 
and hire charges for the equipment, in 
the case of punch card systems. If we 
decide to acquire an electronic data 
processing machine and let it carry out 
exactly the same work, we know the 
time spent on this problem by the machine, 
and we are able to work out the new 
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cost price of dealing with the problem 
by means of an E.D.P.M. We compare 
the old cost and the new cost. The 
saving, related to the investments, yields 
a coefficient, an economic efficiency index. 
This is what we mean by direct saving, 
and this is what we have referred to, 
perhaps in a rather too concise fashion, 
as « direct savings compared with present 
management methods ». 


Apart from that, there are all the new 
possibilities offered by these machines, 
especially as regards the speeds at which 
the information can be supplied. In 
certain cases, speed is a considerable 
factor, for example, in connection with 
the control of supplies. It is obvious that 
if one can save even one day in the turn- 
round of the stock held by a railway 
system, it is possible to effect savings in 
respect of all sorts of equipment. But this 
saving would be very difficult to quantify, 
especially at the beginning. This is what 
we understand by «indirect savings ». 


Have I answered the question? 
Mr. Sanchez (in French). — Perfectly. 


The President (in French). — Mr. SAN- 
CHEZ, would you like to formulate an 
amendment? 


Mr. Sanchez (in French). — It was 
merely an explanation. 


The President (in French). — Are there 
any other remarks? 


Mr. Laloni, Permanent Commission of 
the Association (in French). — Having 
heard Mr. DE FONTGALLAND who has 
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given us, with great lucidity, a definition 
of direct savings — and I congratulate 
him on that — I must confess that the 
preoccupations and misgivings of our 
Argentine colleague are still in my mind, 
for the following reasons. 


Mr. DE FONTGALLAND has given us an 
admirable definition of direct savings. 
In my opinion, however, it is very difficult 
to calculate the difference between the 
cost of work carried out by the present 
method, and the cost of the same work 
carried out by the future method, and 
thus to calculate the savings which would 
be realized by the introduction of the 
new methods. 


As regards indirect savings, you have 
also envisaged advantages which can be 
translated into monetary terms. Other- 
wise you would have to say that there 
are no economic advantages, that there is 
no other economy, than the advantages 
of a technical nature, speed of information, 
accuracy of information, etc. If you are 
in a position to calculate, to quantify 
the economic advantages, you can talk of 
savings but then it is not necessary to 
make this distinction : you can include 
these advantages under the heading of 
general savings. 


I would therefore ask you, if you set 
much store on this distinction, to modify 
Summary No. 8 and to talk of savings 
in general, though indicating, at the same 
time, the sources of these savings. 


The President (in French). — I wonder 
whether we could not say: « primary 
savings » and « secondary savings ». 


A Delegate (in French). — There are 
primary advantages and secondary advant- 
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ages. It is the complementary advantages 
which give rise to the problem. 


Mr. Laloni (in French). — If there is 
a possibility of expressing the direct 
advantages in monetary terms, we talk 
of savings. 


Mr. Santoro, Italian State Railways 
(in French). — Mr. PRESIDENT, I agree 
with Mr. LALONI. We can talk of savings 
but it is not possible to distinguish between 
direct and indirect savings. It is mainly 
a question of the advantages which must 
be taken into account when the economic 
studies have been concluded. 


I suggest that we simply alter Summary 
No. 8 as follows : 


« As regards the economic aspects, it 
appears to be necessary to take into 
account the direct advantages compared 
with present management methods and 
the complementary advantages resulting 
from improved efficiency of management » 


This, I believe, would meet with the 
acceptance of the Spanish and Italian 
delegation and of the Reporter. 


Mr. de Fontgalland (in French). — 
Mr. PRESIDENT, I do agree that the closer 
definitions asked for by Mr. LALONI can 
be of interest. However, when you 
want to place an order for an electronic 
data processing machine, you must submit 
a scheme to the financial departments, 
and these will insist on a balance sheet. 
For this purpose, we have tried to explain 
in the reports how one might assess these 
economic prospects, or let us say, these 
savings. This is not easy. 


One method which we have suggested 
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is the following: That is to begin by 
adopting a well defined priority pro- 
gramme which can be studied in detail, 
and calculating the direct savings. It 
seems to me that the term « savings » or 
« profitableness », as related to direct 
savings, should be preserved as it really 
has a strict financial meaning in the 
accountancy sense. 


As regards indirect savings, I would 
be agreeable to substitute the word 
« advantages » or «improvement » for 
« savings » since in fact, in most cases, 
these advantages could only be expressed 
in monetary terms when some experience 
has been gathered. 


(The Italian Delegate indicates assent). 


Mr. Thomann, Swiss Federal Railways 
(in French). — Mr. PRESIDENT, Gentlemen, 
I believe that the main difference between 
these two points consists in the fact that 
the first deals with something that can be 
translated into figures. I am therefore 
wondering whether one could not add, to 
this first point, the word « quantifiable », 
and to call the second point (savings or 
advantages) « non-quantifiable ». I think 
the text would become clearer if this 
distinction were made. 


Mr. de Fontgalland (in French). — 
As far as direct savings are concerned, 
the mere addition of the word « quanti- 
fiable » does not seem to adduce a 
correspondingly closer definition since 
savings must always be a matter of 
calculation; it seems to me that it is very 
necessary to use figures. As regards the 
indirect advantages, is it really correct 
to state that they are not quantifiable? 
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They can be estimated figures. They are 
not figures which have a constant value, 
especially at the outset, but certain 
Administrations, at least, consider that 
it is necessary to calculate them. 


Let us revert to the case of supplies. 
If the average period of stock turnover 
can be reduced by 24 hours — one knows 
the value of the stock on hand, and one 
knows that 24 hours represent, say, 
one sixtieth of the total stock — it is 
fairly easy to assess the order of magnitude 
of this saving, compared with the order 
of magnitude of the expenditure incurred 
in buying an electronic data processing 
machine. 


I therefore think that, even in the case 
of indirect advantages, certain quantified 
estimates must be introduced from the 
outset. But this is only an estimate, as 
Mr. LALONI has pointed out; they are 
not really figures of book-keeping status. 


That is why I take the liberty to insist 
that we should not say that the indirect 
advantages cannot be evaluated. IJ am 
convinced that they can, and should, be 
evaluated. 


The President (in French). — Are we 
all agreed? Have you got any other 
suggestions ? 


Mr. Thomann withdraws his proposal. 


Mr. Carlier (in French). — I think, 
however, Mr. PRESIDENT, that it would be 
desirable to replace the word « dis- 
tinguish » by the phrase «take into 
account ». I think that this is a better way 
of bringing out the idea contained in the 
paragraph concerned. 
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With these studies, it is a matter of 
taking into account several aspects before 
arriving at a decision, rather than distin- 
guishing between direct and _ indirect 
savings. 


The President (in French). — Is the 
Assembly agreed? (Assent). Is there 
any other proposal concerning Sum- 
mary No. 9? 


Mr. Hinds. — Mr. PRESIDENT, I would 
like to add a third class of advantages to 
the two which are printed in the Sum- 
mary, in the following wording : 


« ... indirect advantages, resulting from 
the solution of optimisation problems by 
methods of operational research » 


We have heard Mr. DE FONTGALLAND 
speak about this application in his 
opening address this morning. 


Mr. UbBe in his report referred to the 
use of operational research techniques 
for reducing stocks in the warehouses. 


In the summary of proposed applica- 
tions, it is of interest to note that all the 
proposals of our hosts, R.E.N.F.E., 
are of operational research applications. 


As far as the direct use of operational 
research applications is concerned, we 
have no experience in British Railways, 
but one of our customers — the Gas 
Industry — has used the technique of 
linear programming with an IBM 650 
machine for the distribution of coal from 
colliery to gas works. As a result, the 
amount they pay us has been reduced by 
£1000 per week at least; thus we have 
suffered from the use of this machine by 
one of our customers. 
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The President (in French). — What 
does Mr. DE FONTGALLAND think? 


Mr. de Fontgalland (in French). — 
I agree with Mr. HINpDs that, as we said 
in the Reports the use of electronic data 
processing machines will greatly facilitate 
the solution of tricky problems. This 
morning, I referred to the example of 
wagon turn-round, tackled by means of 
operational research methods. In my 
opinion, this comes under the heading 
of indirect advantages. But, in order to 
draw special attention to these problems 
of operational research and to the pos- 
sibilities of solutions offered by electronic 
data processing machines, we might add, 
not peihaps a third conclusion, but a 
sentence at the end of the second because, 
in my view, this comes under the heading 
of indirect advantages, saying, for 
example : «... indirect advantages result- 
ing from improved efficiency of manage- 
ment owing to the supply of more exact 
and more up-to-date information, and 
also as a result of the possibility of 
solving certain problems by operational 
research methods » (Mr. HINDs indicates 
assent). 


The President (in French). — Are we 
all agreed? (Assent). The final text 
of this Summary will be submitted to 
you to-morrow. 


We pass on to Summary No. 9 which 
now assumes the number 10. 


Mr. Schoonjans (in French). — Draft 
Summary No. 9 (now No. 10) : 


9. Of necessity, the preliminary studies 
preceding the installation of an electronic 
data processing machine take a long time 
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and are very complex. They call for an effi- 
cient organisation and for specially trained 
personnel. The best way of dealing with 
this type of studies appears to be the setting 
up of « Working Teams », consisting of per- 
manent representatives of all the depart- 
ments concerned with a particular applica- 
tion. 


The President (in French). — Does 
anyone wish to speak on this Summary? 


Mr. Langevin, Régie Autonome des 
Transports Parisiens (in French). — I 
should like to draw the attention of my 
colleagues on the problems relating to 
the utilization of the basic personnel. 

At the Paris Transport Board, we have 
a machine in use during the last two years. 
We seek to use it for payrolls and time- 
keeping of staff. At present, numerous 
clerks are engaged in preparing attendance 
sheets, timekeeping records and various 
other necessary forms. Now that we 
seek to use an E.D.P.M., the same staff 
must be employed to supply the basic 
data for the machine. It is therefore very 
important — and this amounts to a 
calculation of direct savings — to ascer- 
tain the number of working hours required 
at present without the machine, and those 
required in the future, with the machine. 

I should also like to draw the attention 
of my colleagues to the risks of errors. 
At present, with the documents prepared 
by hand, the errors can be easily detected. 
In contrast, when the documents are 
prepared for the machine, the errors 
are much more difficult to detect. 

We have experienced great difficulties 
in dealing with this time-keeping matter, 
taking into account for the basic personnel, 
the number of working hours required 
and the risks of errors. 
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We have obtained good results for our 
road system. But for our railway system, 
in the present state of the technique, we 
had to postpone applying the personnel 
time-keeping matter owing to the mul- 
tiplicity and complexity of the bonuses 
and various allowances granted. 


Admittedly, we are not exactly dealing 
with specialized staff, referred to in the 
Summary; but I believe this is a very 
important question. 


The President (in French). — The 
discussion continues. 


Mr. Langevin (in French). — Mr. PRE- 
SIDENT, I think it is difficult to put this 
into the Summaries. I was simply trying 
to draw the attention of my colleagues 
to this question concerning the utilization 
of the basic personnel, and if my con- 
tribution should find its place, in sum- 
marized form, in the Proceedings, this 
will do, and there is no need to change 
the Summaries. 


The President (in French). — Gentle- 
men, are you agreed? We thus regard 
Summary No. 10 (formerly No. 9) as 
adopted in its original form and pass on 
to Summary No. 11. 


Mr. Schoonjans. — Draft Summary 
No. 10 (now No. 11): 


10. It is suggested that the question should 
again be put on the agenda of a future 
Congress at a time when the Administra- 
tions will have acquired sufficient practical 
experience in this field. 


The President (in French). — The 
discussion on this point is opened. 
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Mr. Sanchez (in Spanish). — Without 
wishing to modify the text, I would 
suggest that a special committee be set 
up, even temporarily, to study the question 
of E.D.P.M. 


The President (in French). — The 
proposal made by Mr. SANCHEZ is very 
interesting but it is not in keeping with 
the tradition of the International Railway 
Congress Association. It is not our 
practice to set up study committees. 
There are, however, committees set up 
by the International Union of Railways, 
and we could invite one of these commit- 
tees to take charge of this problem. You 
can then propose that the question should 
be considered at the next Congress. 


Mr. Schoonjans (in French). — It is 
perhaps necessary to state that the set- 
ting up of a committee is not in accord- 
ance with the practice of the International 
Railway Congress Association. There 
are other organisations which have per- 
manent organs (committees, etc.); among 
them, in particular, is the International 
Union of Railways. The use of E.D.P.M. 
is a matter which is left to the discretion 
of each Administration and to which we 
had perhaps better not commit ourselves 
too much to-day. Everyone can, on his 
own, consider the most effective way of 
action, but I think that it is out of place 
to suggest the setting up of a study com- 
mittee which is not in keeping with the 
practice of Congress. 


Mr. Rousseau, International Union of 
Railways (in French). — In my capacity 
as representative of the International 
Union of Railways, I should merely 
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like to tell our colleague from the Argen- 
tine Railways that I shall gladly be at his 
disposal to give him information on the 
working methods of the I.R.U. (U.1.C.), 
and on the possibility of giving him 
information, which might be of interest 
to him, on the work already carried out 
at the I.R.U. by a working party presided, 
in fact, by Mr. DE FONTGALLAND, Reporter 
at this Congress. 


The President (in French). — Are you 
agreed, Mr. SANCHEZ? (Assent). 


Summary No. 11 can therefore be 
regarded as adopted. 


Is there any other question? 


Mr. Rousseau (in French). — Yes, 
on the question as a whole, Mr. PRESIDENT. 


Since all these Summaries have been 
examined very closely, almost word for 
word, in respect of each point in question, 
I should like to point out — but the 
Reporter has no doubt noticed this — 
that the former Summary No. 4, now 
divided into Nos. 5 and 6, has not been 
drafted with its new text. Its division 
in two points, 5 and 6, calls for the use 
of new formulas to introduce each of 
the paragraphs. In this connection, 
following up the idea put forward by 
Mr. CECCHI a little while ago, would 
_it not be diserable, when talking of the 
~ «minimum level of activity measured in 
terms of basic data », to say that the 
economic advantage is subject to a 
minimum level, and then, when talking 
of a « system of links », to say something 
like : «the practical utilisation of elec- 
tronic data processing machines calls for 
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the setting up of a system of links ». 
Personally, I have every confidence in 
the Reporter to re-draft these two para- 
graphs. 


Mr. de Fontgalland (in French). — 
As Mr. Rousseau has said, the drafting 
of the text is not yet absolutely final. 
Should one say that the minimum level 
of activity is governed by economic 
conditions? This is partly true, but 
technical considerations also come into 
it. It is certain that one would not use 
punch cards for a payroll of ten employees. 
First of all, it would not be economic; 
but even technically, it would not be an 
adequate device. This is so obviously 
true that I am wondering whether it is 
worth while referring to the economic 
aspect at all. 


The President (in French). — Would 
you like to formulate an amendment, 
Mr. ROUSSEAU ? 


Mr. Rousseau (in French). — No. 
I have confidence in the Reporter for 
the new wording. 


The President (in French). — Gentle- 
men, the Summaries are thus going to 
be re-drafted in accordance with the 
verbatim reports taken down by the 
Secretaries. We shall proceed as follows : 
the Secretaries will re-draft the Summaries, 
and these will be read out to-morrow 
morning, at the beginning of the meeting, 
in the form in which they have been laid 
down to-day. 


Are you agreed? (Assent). 
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Mr. Upmark, Swedish State Railways. — 
I would like to draw your attention once 
again to Summary No. 1, first line : 


«... in view of the extreme novelty of 
the subject concerned » ... 


To me something which is already 
seven years old is not really new. I do not 
think we should use this wording « ex- 
treme novelty » (extréme nouveauté). 


Mr. Schoonjans (in French). — In 
order to take Mr. UPMARK’s observation 
into account, we might re-draft the first 
sentence, and say « Electronic data proces- 
sing machines are recent machines the 
scope of which has been fully realized 
by the railways », and then continue as 
before : « An increasing number of Ad- 
ministrations ... etc. » 
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Mr. Upmark. — Something like that 
would meet with my approval. 


The President (in French). — Are you 
agreed? 


Mr. de Fontgalland (in French). — 
I quite agree — but then — this does 
not emerge from the replies of the ques- 
tionnaire. 


The President (in French). — But you 
are agreeable to adopting this re-draft? 
(Assent). 

Gentlemen, we have come to the end 
of to-day’s meeting. I suggest that we 
adjourn until 10.30 a.m. to-morrow when 
the final text of the Summaries will be 
read. (Approval). 


The meeting adjourned at 12.30 p.m. 


Meeting of the Ist October 1958. 


PRESIDENT : 


— The meeting opened at 10.30 a.m. 


The President (in French). — Gentle- 
men, I declare the meeting open and call 
upon Mr. SCHOONJANS, Principal Secretary, 
to read out the Summaries in the form in 
which they were re-drafted by the Repor- 
ters and the Secretaries after our meeting 
yesterday. 


Dr. H. GSCHWIND. 


Mr. Schoonjans (in French.) — Gentle- 
men, before reading out the Summaries, 
I must express regret that the text is not 
yet in your hands. There has been a 
delay at the printers, and we are rather 
annoyed about it. However, there is 
unfortunately nothing we can do about 
it. If you agree, I shall read out, point 
by point, the new text of the Summaries 
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as they emerged from the discussions at 
the meeting yesterday morning. 


The President (in French). — Are you 
agreed? (Assent). Thank you. 

(Each Summary is read out in French 
and English). 


Mr. Schoonjans. — Summary No. 1: 


«1. Electronic data processing ma- 
chines (E. D. P. M.) are recent machines, 
the scope of which has been fully realised 
by the railways. An increasing number 
of Administrations of varying importance 
already use E. D. P. M. or are carrying 
out preliminary studies and are placing 
orders. However, at the present time the 
experience so far gained is not sufficient 
to make it possible to come to final 
conclusions. » 


The President (in French). — Are you 
agreed on this draft? 


Mr. Mukerjee, Ministry of Railways 
(Railway Board), Government of India 
and Vice-President. — 1 would suggest 
that we omit « fully » and _ include 
« realised » only. 


- The President (in French). — Are you 
agreed on deleting the word « fully » in 
the English text? (Assent). 


Any other observations? 


— Summary No. | is adopted. 


Mr. Schoonjans (in French). — In 
Summary No. 2, a paragraph has been 
inserted in the original draft which you 
have in hands. I read out the new Sum- 


mary No. 2: 
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« 2. Electronic data processing ma- 
chines consist of units which, owing to 
the use of electronics operate at very high 
speeds and have a very high capacity; 
they are able to carry out any calculation 
or logical operation (comparison) working 
from a memory programme. The pos- 
sibility of connecting, in varying number, 
units carrying out various functions 
(internal and external stores, input and 
output organs) give these machines great 
flexibility and makes it possible to adapt 
them to a progressive increase in the 
work. 


« They are «machines for the auto- 
matic processing of information », and 
their potentialities are far in excess of 
those offered by standard punch card 
equipment. In particular, they permit the 
application of the so-called management 
by « exception » or « difference » method 
to problems comprising a considerable 
number of data or parameters, so that the 
machines are well suited to serve as 
instruments of management and, in part- 
icular, as a means of arriving at deci- 
sions.» 


The President (in French). — Are you 
agreed on Summary No. 2? 


Mr. Hinds. — In the second sentence 
of the English text, I would prefer the use 
of the word «store » to « memory ». 
(Approved). 


The President (in French). — Any other 
proposal? If this is not the case, Sum- 
mary No. 2 is herewith adopted. 


We now pass on to Summary No. 3. 
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Mr. Schoonjans (in French). — The 
text of Summary No. 3 is largely identical 
with the original text except that, follow- 


ing the proposal made yesterday, the . 


word «statistics » has been given a 
different place. 


The text now reads as follows : 


«3. Electronic data processing ma- 
chines thus appear to be suitable for 
dealing with all the problems arising 
from the management of a railway 
system, in particular : 


« — control of staff and of supplies and 
materials; 

« — accountancy; 

« — costing; 

« — budgetary control; 

« — user of rolling stock (turnround); 
« — statistics; 

« — studies of fares and charges; 


« — technical and scientific calculations 
(time table calculations, etc.). » 


The President (in French). — The 
discussion is open on Summary No. 3. 
Does anyone want to speak? 

As nobody wants to speak, we can 
regard this text as adopted, and now pass 
on to Summary No. 4. 


Mr. Schoonjans (in French). — Sum- 
mary No. 4 is, in fact, the former No. 5, 
with a few modifications. 


«4. The applications first dealt with 
by an electronic data processing machine 
are, in most cases, those already handled 
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by standard punch card methods. The 
study of these applications is easier, and 
economic advantages can be derived 
from the equipment more rapidly. 

In addition, the staff can gradually 
become familiar with the possibilities of 
the E. D. P. M. and is in a position to 
carry out more efficiently the study of 
complex problems. » 


The President (in French). — Are there 
any proposals to modify Summary No. 4? 


— Summary No. 4 is adopted without 
modifications. 


Mr. Schoonjans (in French). — The 
new Summary No. 5 is a modification of 
the former Summary No. 6. The text 
now reads as follows : 


«5. The most complete utilisation of 
the potentialities of electronic data proces- 
sing machines consists in «centralized 
management » or «integrated data pro- 
cessing », i.e. the centralized processing 
of all data contained in the various 
basic documents in which the activity 
of the system is reflected, with a view to 
obtaining from them all the results 
required for management purposes in all 
spheres. The electronic data processing 
machine thus represents a « Management 
Information Centre », at the disposal of 
the different departments. 


« Several E. D. P. M. of lower capa- 
city decentralized and adapted to specific 
functions would be capable of dealing 
with different problems, having regard 
to the time within which the various data 
ought to be processed. In this case, 


| 
) 
i 
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| 


SEPTEMBER 1959 


liaisons at managerial level are necessary 
to exchange and exploit the partially 
processed results. 


«It is important to make the point 
that such a conception is by no means 
incompatible with the decentralisation 
of executive functions which is indis- 
pensable in a railway system. Intro- 
duction must be gradual and calls, in 
particular, for a very detailed study of all 
the information circuits of the system and 
for a very efficient organisation of the 


internal links within the Adminis 
tration. » 
The President (in French). — Does 


anyone want to speak? 


Mr. Bonnal, Madagascar Railways (in 
French), — It seems to me that the new 
draft, with the addition of a second 

paragraph, is less clear than the original 

draft inasmuch as, in the original draft, 
it was clearly apparent that the words 

« such a conception » in what used to be 

the second paragraph related to the 

notion of a management information 
centre. Now that we have introduced, 
between the two former paragraphs, 

a new one referring to de-centralized 
machines which call for the establishment 

of liaison, it is no longer clear that « such 

a conception » relates to a centralized 
_ equipment. 


The President (in French). — What 
does Mr. DE FONTGALLAND think? 


Mr. de Fontgalland (in French). — 
It is true that the new draft is not quite 
as clear as the original draft. It takes into 
account the very interesting discussion 


i 
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which we had yesterday and, in particular 
the proposals by Messrs. STRAUSS and 
Scumitz. I do think that, after all, the 
latest text is comprehensible. 


If we have correctly interpreted the 
discussion at our meeting yesterday, 
Mr. SCHMITZ in particular has made a 
point of stressing the possibility of having 
several electronic data processing machines 
instead of a single one, each of the several 
machines of lower capacity being special- 
ized on one problem. « Specialized on 
one problem » does not mean geographical 
decentralisation. 


Would Messrs. STRAUSS and SCHMITZ 
agree? (Assent). 


The President (in French). — Mr. Bon- 
NAL, would you like to formulate a pro- 
posal? 


Mr. Bonnal. — No. 


The President (in French). — I think 
it is clear. There are two trends : central- 
isation and de-centralisation. 


Mr. Bonnal (in French). — I quite agree 
with the paragraph that has been added, 
but the point I want to make is that, in 
the present draft, it seems that the expres- 
sion «such a conception » relates to the 
second paragraph and not to the first. 
That is why the draft appears to be less 
clear. 

The President (in French). — This 
entails a certain flexibility. 


Mr. de Fontgalland (in French). — 
In order to remove any difficulty in 
interpretation in the third paragraph, 
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we might say : « It is important to make 
the point that such conceptions are by 
no means incompatible... ». (Mr. Bon- 


NAL indicates assent). This would effect- . 


ively comprise the two ideas as Mr. BON- 
NAL points out. 


The President (in French). — Are you 
agreed, Gentlemen? (Assent). 


— The third paragraph of Summary 
No. 5 will thus read as follows : 


«It is important to make the point 
that such conceptions are by no means 
incompatible with the decentralisation 
of executive functions which is indis- 
pensable in a railway system. Introduction 
must be gradual and calls, in particular, 
for a very detailed study of all the informa- 
tion circuits of the system and for a very 
efficient organisation of the internal links 
within the Administration. » 


The President (in French). — Sum- 
mary No. 5 is thus adopted, subject to 
this modification. 


We pass on to Summary No. 6. 


Mr. Schoonjans (in French). — Sum- 
mary No. 6 is, in fact, the first part of the 
former Summary No. 4. Yesterday, we 
agreed to substitute, for Summary No. 4, 
two new paragraphs with the numbers 6 
and 7. 


I read out the new Summary No. 6: 


« 6. The use of an E. D. P. M. would 
appear first of all subordinate to a mini- 
mum level of activity measured in terms 
of basic data. The appearance on the 
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market of E. D. P. M. of low capacity 
tends to reduce the minimum level. » 


The President (in French). — The 
discussion is opened. 


Mr. Hinds. — I would like to suggest 
instead of «subordinate to a minimum 
level of activity » the following : 


.. «appears to require a certain mi- 
nimum level of activity » (Approved). 


The President (in French). — We pass 
on to Summary No. 7. 


Mr. Schoonjans (in French). — New 
Summary No. 7: 


«7. Also the achievement of the fol- 
lowing conditions facilitates the practical 
URS OF Bink ies IDK AR. IML & 


« — the creation of a suitable sys- 
tem of links between the establishments 
from which the basic data emanate, the 
E. D. P. M. processing this data and the 
departments interested in the results; 


« — the translation into machine lan- 


guage of the basic data at a point as 
close as possible to their source. » 


The President (in French). — The 
discussion on Summary No. 7 is opened. 


Are you also agreed on the English 
Texte wa Assenton 


Summary No. 7 having been accepted, 
we pass on to Summary No. 8. 


Mr. Schoonjans (in French). — The 
new Summary No. 8, is the former Sum- 
mary No. 7, without any modification : 


ae ge em mY 
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« 8. Electronic data processing ma- 
chines appear to be suitable for the 
handling of problems common to several 
Railway Administrations common 
tariffs, exchange of materials, wagon 
pools, etc. » 


The President (in French). — Is the 
Assembly agreed on this text? (Assent). 


Summary No. 8 having been adopted, 
we pass on to Summary No. 9. 


Mr. Schoonjans (in French). — Sum- 
mary No. 9 is a re-draft of the former 
Summary No. 8, with some modifications 
proposed at our meeting yesterday : 


«9. As regards the economic aspects 
it is necessary to take into account : 


« — direct savings compared with the 
present management methods; 


« — the indirect savings resulting from 
improved efficiency of management owing 
to the supply of more exact and more up 
to date information and also as a result 
of the possibility of solving certain 
problems by operational research. » 


The President (in French). — The 
_discussion is open. 
Mr. Ubbe. — With regard to the 


English text, I think it should read « in- 
direct advantages » as we said yesterday 
instead of « indirect savings ». 


The President (in French). — As 
nobody else wants to speak, Summary 
No. 9 is adopted, subject to this modifica- 
tion of the English text. 


We pass on to Summary No. 10. 


3 
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Mr. Schoonjans (in French). — Sum- 
mary No. 10, is, in fact, the former Sum- 
mary No. 9 without any modification. 
The same applies to the last Summary 
No. 11 which is identical with the former 
Summary No. 10. 


Summary No. 10: 


« 10. Of necessity the preliminary 
studies preceding the installations of 
an electronic data processing machine 
take a long time and are very complex. 
They call for an efficient organisation and 
for specially trained personnel. The best 
way of dealing with this type of studies 
appears, to be the setting up of « Working 
Teams », consisting of permanent repre- 
sentatives of all the departments concern- 
ed with a particular application. » 


The President (in French). — Are we 
agreed on this text? 


— Adopted. 


Mr. Schoonjans (in French). — Sum- 
mary No. Il: 


« 11. It is suggested that the question 
should again be put on the agenda of 
a future Congress at a time when the 
Administrations will have acquired suf- 
ficient practical experience in this field. » 


The President (in French). — Are we 
agreed ? 


— Adopted. 


Gentlemen, we have arrived at the 
end of our debates. The Summaries 
relating to Question 7 are thus finally 
formulated. 

Before closing the meeting, I have great 
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pleasure in thanking, on behalf of all of 
us, the two Reporters who have accom- 
plished a very useful task. The Summaries 
formulated by them have, in principle, 
met with your approval. 


I also have to thank those among you 
who have taken part in moulding these 
Summaries. 


I also express my thanks to the office 
staff and Secretaries who have rendered 
us good services. 


Now, it is up to the specialists in our 
Administrations to go ahead and derive 
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their inspiration from our conclusions. 
In the hope that they will everywhere 
find the necessary understanding and 


support, and that all the Administrations 


will be able to contribute fruitful and 
productive solutions when the question 
with which we have dealt is again sub- 
mitted to a future Congress, I declare 
the meeting closed. 


The next meeting will take place to- 
morrow, Thursday, 2nd October, at 
9.30 a.m. for the discussion of Question 8. 


— The meeting ended at 11 a.m. 


non ene 


~ « studies and are placing orders. 


DISCUSSION AT THE PLENARY MEETING. 


Meeting of the 3rd October 1958. 


PRESIDENT: Sr. D. 
GENERAL SECRETARIES : MEssrs. P. 


The President (in French). — Gentlemen, 
we pass on to the examination of the 
Summaries of Question 7. 

Mr. Ghilain, General Secretary, sub- 
mits to the Assembly the summaries of 
Question 7 which were published in 
Nos. 2 and 3 of the Daily Congress 
Journal. 


(The reading of these Summaries does 
not give rise to any objection). 

The President (in French). — The 
Summaries relating to Question 7 can 
therefore be regarded as ratified. 


SUMMARIES. 


« 1. Electronic data processing ma- 
« chines (E. D. P. M.) are recent ma- 
« chines, the scope of which has been 
« realised by the railways. An increas- 
« ing number of Administrations of va- 
« rying importance already use E. D. 
« P.M. or are carrying out preliminary 
How- 
« ever, at the present time the experience 
« so far gained is not sufficient to make 
« it possible to come to final conclusions. 


« 2. Electronic data processing ma- 
« chines consist of units which, owing 


3* 


AGUSTIN PLANA. 


GHILAIN AND J. P&REZ POZUELO. 


to the use of electronics operate at 
very high speeds and have a very high 
capacity; they are able to carry out 
any calculation or logical operation 
(comparison) working from a stored 
programme. The possibility of con- 
necting, in varying number, units car- 
rying out various functions (internal 
and external stores, input and out- 
put organs) give these machines great 
flexibility and makes it possible to 
adapt them to a progressive increase 
in the work. 


« They are « machines for the auto- 
matic processing of information », and 
their potentialities are far in excess of 
those offered by standard punch card 
equipment. In particular, they per- 
mit the application of the so-called 
management by « exception » or « dif- 
ference » method to problems com- 
prising a considerable number of data 
or parameters, so that the machines 
are well suited to serve as instruments 
of management and, in particular, as 
a means of arriving at decisions. 


« 3. Electronic data processing ma- 
chines thus appear to be suitable for 
dealing with all the problems arising 
from the management of a railway 
system, in particular : 
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« — control of staff and of supplies « Several E. D. P. M. of lower capa- 

« and materials; « city decentralized and adapted to spe- 
— t ; « cific functions would be capable of 

: ogee « dealing with different problems, hav- 


Saget « ing regard to the time within which 
« — budgetary control; « the various data ought to be processed. 
« — user of rolling stock (turn- ¢ [pn this case, liaisons at managerial 
« round); « level are necessary to exchange and 
« — Statistics; « exploit the partially processed results. 
« — studies of fares and charges; « It is important to make the point 
« — technical and scientific calcula- < that such conceptions are by no means 
« tions (time table calculations, etc.). « incompatible with the decentralisation 


« of executive functions which is indis- 
« 4. The applications first dealt with < Pensable in a railway system. Intro- 
« by an electronic data processing ma- <« duction must be gradual and calls, in 
« chine are, in most cases, those already < Particular, for a WELY detailed study 
« handled by standard punch card me- < of all the information circuits of the 
« thods. The study of these applica- < System and for a very efficient eA. 
« tions is easier, and economic advant- < nisation of the internal links within 
« ages can be derived from the equip- < the Administration. 
« ment more rapidly. In addition, the 
« staff can gradually become familiar « 6. The use of an E. D. P. M. ap- 
« with the possibilities of the E.D. P.M. « pears primarily to require a minimum 
« and is in a position to carry out more « Jevel of activity measured in terms of 
« efficiently the study of complex « basic data. The appearance on the : 
« problems. « market of E. D. P. M. of low capa- 


« city tends to reduce the minimum | 
« 5. The most complete utilisation of « level. | 
« the potentialities of electronic data 


« processing machines consists in « cen- @ 1A lsouthe achiavenientictuineatatl: 


« tralized management > or « integrated & Jowing conditions facilitates the prac- 
« data processing >, ie. the centralized , tical use of an E. D. P. M.: 


« processing of all data contained in the 

« various basic documents in which the « — the creation of a suitable system 
« activity of the system is reflected, with <« Of links _between the establishments 
« a view to obtaining from them all the ‘ from which the basic data emanate, 
« results required for management pur- < the E. D. P. M. Processing this data 
« poses in all spheres. The electronic < and the departments interested in the / 


BR 


® 


as 


a 


« data processing machine thus repre- ‘ results; | 
« sents a « Management Information « — the translation into machine lan- 

« Centre », at the disposal of the dif- « guage of the basic data at a point as 

« ferent departments. « close as possible to their source. 
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« 8. Electronic data processing ma- 


« chines appear to be suitable for the 
« handling of problems common to 
« several Railway Administrations 


« 
« 


« 


« 


common tariffs, exchange of materials, 
wagon pools, etc. 


« 9. As regards the economic aspects 
it is necessary to take into account: 


« — direct savings compared with 
the present management methods; 


« — the indirect advantages resulting 
from improved efficiency of manage- 
ment owing to the supply of more 
exact and more up to date information 
and also as a result of the possibility 
of solving certain problems by oper- 
ational research. 
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« 10. Of necessity the preliminary 
studies preceding the installations of 
an electronic data processing machine 
take a long time and are very com- 
plex. They call for an efficient or- 
ganisation and for specially trained 
personnel. The best way of dealing 
with this type of studies appears to 
be the setting up of « Working 
Teams », consisting of permanent 
representatives of all the departments 
concerned with a particular applica- 
tion. 


« 11. It is suggested that the question 
should again be put on the agenda of 
a future Congress at a time when the 
Administrations will have acquired 
sufficient practical experience in this 
field. » 


[ 385 11] 


QUESTION 8. 


Financing and conserving railway properties and assets. 


Study and comparison for limited companies, partially state-owned com- 
panies and State Railways, of the financial means used for the normal 
renewal of installations and rolling stock. 


Forms of amortization and renewal, taking into account for the latter, 
the slow or speedy depreciation of the currency, 


Preliminary documents. 


Report (America [North and South], 
Australia [Commonwealth of], Austria, 
Burma, Ceylon, Egypt, India, Irak, Iran, 
Republic of Ireland, Japan, Malaysia, 
New Zealand, Norway, Pakistan, South 
Africa, Sudan, Sweden, Union of Soviet 
Socialist Republics, United Kingdom of 
Great Britain and Northern Ireland and 
dependent overseas territories), by V. 
FELDER. (See Bulletin for May 1958, 
Dp. 725:) 


Report (Belgium and Colony, Bulgaria, 


Cambodia, Czechoslovakia, Denmark, 
Ethiopia, Finland, France and French 
Union, Western Germany, Greece, Hun- 
gary, Indonesia, Italy, Lebanon, Luxem- 
burg, Netherlands, Poland, Portugal and 
overseas territories, Rumania, Siam, Spain, 
Switzerland, Syria, Turkey, Viet-Nam 


and Yugoslavia), by W. KELLER. (See 
Bulletin for March 1958, p. 361.) 
Special Report, by W. KELLER. (See 


Bulletin for September 1958, p. 1422.) 


DISCUSSION BY THE SECTION. 


Meeting of the 2nd October 1958. 


PRESIDENT : Dr. H. GSCHWIND. 


— The meeting began at 9.30 a.m. 


The President (in French). — Gentlemen, 
we now meet to discuss Question 8. 


Sociologists tell us we are living through 
a second industrial revolution. Recent 
scientific discoveries have opened the 
door to prodigious technical progress. 


On the one hand, the new installations 
have a much greater productivity than 
the old ones, and on the other, this same 
progress means that the capital invested 
depreciates at a hitherto unknown rate, 
and consequently calls for speeded up 
modernisation of the existing installations. 
The rise in wages and reduction in working 
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hours which are the other side of this 
evolution are accompanied by a depre- 
ciation of monetary values. The railways 
having lost their transport monopoly, 
are caught up in this machinery without 
having the same liberty as private under- 
takings. 

It is true that the new techniques open 
the door to vast possibilities. We are 
thinking of automation. But the realisa- 
tion of this progress is braked by the fact 
that we have not the necessary financial 
means. The financing and conservation 
of the assets and capital of the railways 
is therefore a problem of vital importance. 

The reports by Mr. FELDER and Mr. 
KELLER with their Summaries lead us to 
the heart of the problem. 

I will now call upon the two Reporters, 
and first of all, on Mr. KELLER, the 
Special Reporter. 


Mr. Keller, Special Reporter. (in French) 
— Mr. PRESIDENT, Gentlemen, first of all, 
— and I think I may may assume that I 
am also speaking for Mr. FELDER — I 
would like to thank all the Administra- 
tions represented here for the great trouble 
they took to answer the questionnaire 
which we sent them. 

Mr. FELDER and myself appreciate that 
it was not an easy matter to answer all 
the questions asked and to supply the 
figures asked for. 

It would also be very understandable 
if one or other of the experts who drew 
up the replies to the questionnaire felt a 
certain disappointment on finding that in 
the reports themselves very few of the 
figures they gave have been reproduced. 
The Reporters are the first to regret this. 

However, the replies received showed 
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that there was such a variety in the ac- 
countancy methods used and in the way 
the accounts were prepared that a mere 
reproduction of the figures given by the 
Administrations would certainly have led 
to erroneous conclusions. 


For these reasons, it was necessary to 
restrict the reports to questions of principle 
and the fundamental aspects. 


Moreover, if the case of such a debat- 
able problem as that which forms the 
subject of our reports, such a limitation 
is an advantage rather than a disadvantage. 


Reduced to the essentials, there are 
two questions to which the reports 
endeavoured to find an answer : 


The first : how, in accordance with the 
theory and regulations of a sound com- 
mercial management are the assets and 
capital to be conserved, especially during 
a period when the currency is continually 
depreciating? 

The second : do the Railway Admi- 
nistrations follow these general rules, and 
if not, why not? 


The replies to these two questions can 
be summed up briefly as follows : 


Both in theory and in commercial 
practice, it is the sinking funds which 
should above all, apart from the creation 
of reserves, guarantee the conservation 
of the assets and capital. By means of 
the sinking funds, the undertaking re- 
covers from the receipts from its products 
a sum equal to the depreciation of its 
installations owing to wear, technical 
progress and changing markets. As long 
as the currency retains its value, it is 
sufficient to spread the cost of the instal- 
lations over their useful life. At the end 
of this period, the undertaking can use 
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the money in the sinking fund either to 
pay back the capital or to purchase a 
new installation of the same _ value. 


During a period of currency deprecia- 
tion, like that in which we are all living 
more or less, a sinking fund based on the 
cost price is no longer sufficient. The 
money in it will pay back the nominal 
capital when the installation is taken out 
of service but will be insufficient to buy 
a new one. In order for the assets to be 
conserved in spite of currency deprecia- 
tion, the sinking fund must be based on 
the renewal values. 


Although a sinking fund based on 
replacement values will not be allowed 
by the revenue authorities in all countries, 
it is found as a general rule that industrial 
undertakings amortise their installations 
in such a way that they conserve their 
assets at all times by autofinance. In 
general, they go even further and even 
finance increased capacity from _ their 
own resources. 


In good years, if industrial enterprises 
can have such extensive sinking funds, 
it is because they are free to fix their selling 
prices in such a way that they allow a 
sufficient margin to cover the amortisation 
and constitute reserves. In a time of 
capital depreciation, this means that the 
prices of the products are kept in line 
with the depreciation, i.e. increase. 


To the second question, that of know- 
ing whether the railways follow com- 
mercial theory and practice, the reply 
must be a negative one. The great 
majority of the Administrations have 
inadequate sinking funds. This results 
in insufficient and delayed replacement of 
the installations. The great majority 
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of the Administrations report consider- 
able arrears in renewal and modernisa- 
tion of both their installations and rolling 
stock. 

To the subsidiary question : why are 
the railway sinking funds inadequate? 
the reply must be that it is because most 
of the railways are in deficit. 


There are indeed differences in form and 
methods between the sinking funds of the 
railways and those of industrial concerns; 
but this is not the reason, certainly not 
the decisive reason for the inadequacy 
of the railway sinking funds. If the 
railway Administrations budgets showed 
a profit, the accountancy methods used 
would certainly not prevent the railways 
from increasing their sinking funds. From 
the experience of most the Administra- 
tions for some years past, it would appear 
that as long as the railways have a deficit, 
it is impossible to renew the installations 
on the scale that operating requirements 
make desirable. Renewal depends rather 
upon the funds which the State puts at the 
disposal of the railways, and as the 
financial position of the States is in general 
not much better than that of the railways, 
such funds are bound to be inadequate. 


It would appear that there is only one 
solution to get out of this situation. 
That is to make the railways profitable, 
i.e. allow them to charge prices which 
will cover their costs, including adequate 
sinking funds. But this is not possible 
unless to begin with the railways are 
freed or compensated for the burdens 
laid upon by the State in favour of the 
general economy, and until a reasonable 
co-ordination of transport has been achiev- 
ed which puts the railway on equal terms 
with competing methods of transport. 


NR OES EN 


me qetay ante 
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That, Mr. PRESIDENT and Gentlemen, 
sums up in a few words the most im- 
portant facts and statements which have 
led to the summaries formulated in the 
Special Report. 


The President (in French). — Thank 
you very much. Has Mr. FELDER any 
comments to add? 


Mr. Felder, Reporter (in French). — 
No, thank you, Mr. PRESIDENT. 


The President (in French). — In that 
case we will go on to the general discus- 
sion. 


Tradition requires us to discuss more 
particularly the Summaries of the Special 
Report. 


In view of the importance of this 
Question, above all in view of the fact 
that the problem to be discussed is closely 
linked up with other questions of general 
interest and might give rise to a discussion 
on the methods used, there is some danger 
of our discussions getting too involved. 
I am sure, you will agree with me, there- 
fore, that we do not want too long a 
controversy on the actual methods used, 
nor a discussion on the general transport 
policy. 

Will Mr. SCHOONJANS, Principal Secre- 
tary, be good enough to read Summary 
No. 1. 


Mr. Schoonjans, Principal Secretary 
(in French). — As you know, the Sum- 
maries were published in the Bulletin 
of the International Railway Congress 
Association, September 1958, pages 1428 
and 1429 of the English edition. 
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Mr. Laloni, Permanent Commission of 
the Association (in French). — Mr. 
PRESIDENT, Gentlemen, before we begin 
to discuss the Reporter’s Summaries, I 
would like to say a few words in general. 
The working instructions for the Sections 
and the recommendations which the 
PRESIDENT has just reminded us of stipulate 
that before discussing the final summaries 
put forward by the Reporters, there should 
be a general examination of the question 
to clear our ideas. If you are agreable, 
Mr. PRESIDENT, Gentlemen, I should like, 
before we begin to discuss the reports and 
final Summaries formulated by Mr. KEL- 
LER and Mr. FELDER, whom I congratulate 
upon the clarity with which they have 
drawn up the Special Report, to make a 
few general remarks about the question 
with which we are concerned. 


First of all, I think that we are all 
willing to admit that for most railway 
Administrations, the condition of the 
fixed installations and rolling stock does 
not correspond to technical progress and 
traffic requirements, in view of the great 
arrears there are as regards renewal and 
modernisation. Although there were 
already such arrears before the War on 
several Railways, they have increased 
enormously as a result of the war and the 
upsets of the post war period and the 
currency depreciation. 


But, my dear Colleagues, this is not 
exclusively a railway problem; it is to be 
found likewise in public industrial under- 
takings, as well as certain private industries 
subsidised by the State and subjected by 
the latter to accountancy and _ financial 
controls. In many such undertakings, 
there is no autofinance for the renewal, 
amortisation or modernisation of the 
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investments. Autofinance is not possible, 
as the selling prices do not cover all the 
working costs, amongst which there should 
be first of all a sinking fund based on the 
economic life and replacement value of 
the different investments. 

We have only to travel over the lines of 
most of the European countries to see the 
present condition of the fixed installations 
and rolling stock. 

The operating receipts should cover not 
only amortisation and renewal, but also 
make it possible to meet the demands for 
modernisation imposed by the phenomena 
of ageing. 

The governments, however, driven by 
reasons of financial and national policy 
and the needs of the State budget, intervene 
to reduce the deficits of the Railways 
in deficit and force them to suppress or 
compress the budget provisions relating 
to amortisation and renewals. 

I heartily subscribe to the expression 
used by the Reporter when he says that 
the amount the State gives the railways 
to cover their deficit is too much to let 
them die and too little to let them live 
(Laughter ). 

The operating receipts together with the 
sums allocated by the State to cover the 
deficit should, in my opinion, be suf- 
ficient for the undertaking to autofinance 
the sinking fund and renewals. The 
receipts should be integrated in the sense 
that the railway should be compensated 
or freed completely not only from the 
social charges but from all the other 
charges which have nothing to do with the 
working. 

The equilibrium of the railway budgets, 
on the lines of the budgets of private 
industrial and commercial undertakings 
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is the condition sine qua non for making a 
study of the co-ordination of the different 
methods of transport. 


Mr. PRESIDENT, Gentlemen, I think 
that together with these facts and consider- 
ations we should express the wish that the 
Railway Administrations should be in 
a position to meet the whole of the 
operating costs in order to be able to 
conserve their assets and their capital. 


The President (in French). — Does 
anyone else wish to say anything in these 
general discussions? 


Mr. Cottier, Central Office, International 
Railway Transport (in French). — Mr. 
PRESIDENT, Gentlemen, may a Delegate 
who has been closely concerned for more 
than twenty-five years with extremely 
complex problems of amortisation say 
a few words. 

First of all, I must congratulate the 
Permanent Commission of the Association 
for having included in the agenda of the 
Congress a study of this problem which 
is of such capital importance for the 
rationalisation of the railways. 

Then I would like to join with Mr. 
LALONI in thanking the Reporters who 
have carried out their work in a truly 
model fashion. These reports will be 
classical documents and can be used for 
future studies, as there are still studies to 
be made in this field. 

My object in joining in the general 
discussion is to recommend that you 
might consider whether it would not be 
possible to include another very important 
point in the Summaries. 

Comparisons have been made between 
normal sinking funds and _ reasonable 
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sinkings funds, between the railways 
and industrial undertakings. Perhaps it 
would have been useful also to deal with 
the sinking fund practice followed by 
other transport undertakings than the 
railway, for example the road services, 
or river services; this perhaps would 
make it possible to make comparison with 
the object of studying regulated competi- 
tion. 

In my opinion, a very important point 
distinguishes the railway sinking fund 
methods from the system applied by 
industrial undertakings. This is the 
obligation to operate, which is imposed 
on the railways as a public service by the 
States. The reports mention this when they 
state that the railway must be kept in 
existence, which is not the case for many 
industries, the working of which can be 
suppressed. 


As a result of this fundamental principle, 
it is obvious that the amortisation system 
must be adapted in such a way that in 
every case the whole value of the first 
capital investment is covered by the 
sinking fund. But the depreciation in the 
purchasing power of the currency must 
obviously also be taken into account. 
I think, indeed I have read that this is the 
case in one country, that it should be made 
obligatory to set up first of all industrial 
sinking funds, in any case to cover the 
first capital investment, and then an 
additional sinking fund to cover the 
depreciation in the value of the currency, 
in any case till the original capacity is 
covered. As soon as increased capacity 
is achieved, the question arises of knowing 
whether an obligatory sinking fund can 
be imposed. An additional optional 
sinking fund is to be recommended in 


BULLETIN OF THE INT. RAILWAY CONGRESS ASSOCIATION 877 


such cases. But in my opinion, it would 
be a very good thing if we could mention 
in one of the Summaries this fundamental 
difference between industry and the rail- 
ways, who have to continue to operate, 
who have an obligation to carry, which 
is one of the reasons why industrial 
sinking funds should be increased. 


The President (in French). — The 
general discussion continues. 


Mr. Elefteriadés, Damas-Hama_ Rail- 
way and extensions (in French). — Mr. 
PRESIDENT, the great variety of methods 
used shows sufficiently clearly that the 
ideal solution has not yet been found. 
Naturally, we all wish that more light 
could be thrown on the question. But 
it seems to me that our actions would 
remain insufficiently fruitful if we content 
ourselves with recommending the adoption 
of measures which we know in advance 
cannot be followed in practice. What we 
all deplore, has been going on for a long 
time, will continue to go on and — it is 
to be feared — will continue to be done 
until by means of a more accurate analysis 
taking all the judicial factors into account, 
a more appropriate solution is put for- 
ward. 

For my part, during the discussions on 
the general Summaries, I will venture put 
forward such a solution, depending on 
improving the juridical obligations in 
regard to amortisation, in particular the 
repayment of capital. 


Our Reporters are always speaking of 
conserving the assets and repaying the 
capital. It would appear that these two 
ideas are to be blended, because the 
capital is amalgameted into the assets. 
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In amortising the assets, the repayment of 
the capital is necessarily provided for. 

So as not to prolong the discussions, I 
will return to this point later on. 


Mr. Wansink, Netherlands Railways 
(in French). — Mr. PRESIDENT, I would 
like to join in the discussions and make a 
few remarks of a general nature because 
I have the pleasure, if I may dare to say 
so, of representing a joint stock company 
which rigorously uses the system of 
amortisation based on the replacement 
value. 

I do not wish to begin my statement 
without thanking and congratulating the 
Reporters for their very complete report, 
which makes such a good foundation 
for our discussions. 

My first remark has to do with the idea 
of conserving the assets and the value of 
the replacement. My thesis is as follows : 
if the theory of the value of the replace- 
ment is applied in the strict meaning of 
the word — which is the only possible one 
— the condition of the railway cannot be 
maintained at the requisite level. 

We all know that if the sinking fund 
has been based on the replacement value, 
it is only in the most favourable cases 
that it is possible to replace old things : 
a 1910 wagon, a 1920 coach or an ancient 
steam locomotive. These are always 
replaced by more complicated and more 
costly machines. If the replacement 
value of a 1910 wagon is now let us say 
12 000 florins the cost of a new wagon is 
18000 florins. There is therefore a 
shortage of 6 000 florins to keep the stock 
in a proper state, in a competitive state. 

It seems to me that the report — and 
this is my second point — uses the term 
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autofinancing in two different ways. 
First of all, according to the theory of the 
replacement value, in a strict sense, which 
in my opinion is the only possible sense; 
autofinancing in this sense is therefore 
amortisation intended to replace worn 
objects exactly. 

But there is also in the report, when 
industry is being dealt with, a more 
extensive meaning given to autofinancing; 
this is the idea of autofinancing as used in 
industry. This means that the business is 
run in such a way that funds are available 
not only for replacements but also for 
modernisation and even for part of the 
expansion of the undertaking. 


Modern installations and their ex- 
pansion require a great deal more capital 
that the application of the system of 
amortisation according to the replacement 
value given to the undertaking. 

To take the Netherlands Railways as 
an example, during the last three years 
they have been obliged to borrow sums 
almost equal in value to the amount of the 
sinking fund based on replacement value, 
with the object of keeping their stocks a 
far as possible in a condition allowing 
them to meet competition. 

This policy of financing expansion and 
part of the renewals by means of loans 
leads to excessive financial charges. We 
cannot go on indefinitely in this way, 
because this policy results in a balance sheet 
on which borrowed capital is shown as 
much greater than the capital invested in 
the shares. 

What we need, therefore, is not only 
to « gain » a sinking fund — if such a 
word can be used in this connection 
because it is not really a gain properly 
speaking — but to harvest our funds 
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beyond the actual amortisation, because 
such funds are needed to meet the exi- 
gencies of modernisation and expansion. 


Modern railway technique needs a great 
deal of capital On the Netherlands 
Railways, during the last fifteen years, 
the percentage of costs under the heading 
labour has fallen from 60 to 45 %. 


I think therefore that it would be a 
good thing to express this rather more 
clearly for the benefit of all those who 
will read our Summaries. 


We could return to this point when 
discussing Summary No. 5. 


I will end, Mr. PRESIDENT, by remarking 
that we are not the only ones to make 
such a complaint and objections. I can 
quote an extract from a statement made 
not by a railwayman but by the Chairman 
of the Association of Air Transport Under- 
takings of the United States before a 
Committee of the American Senate deal- 
ing with the present transport crisis in 
the United States. Mr. TipTon spoke not 
only of air transport but also of the 
railways and he said a propos the speeded 
up amortisation of the railway equipment 
because of the competition with other 
methods of transport : « The more this 
competition increases, the more it is 
essential that the management of the 
railways be at liberty to take all the 
necessary financial measures to improve 
the stock and the services in order to 
maintain and improve their competitive 
power and in consequence the service 
offered the public. It is certain that a 
realistic amortisation policy, both from 
the financial point of view and the techno- 
logical view point is essential for healthy 
development .» 


4 
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The President (in French). — Mr. 
WANSINK has touched upon a_ very 
important question. I think autofinance 
raises two problems. First of all, the 
application or the system of replacement 
value to an outdated installation or to 
an up-to-date installation, and then the 
problem of knowing just how far the 
expansion of the undertaking can be 
financed by autofinancing. 


Mr. Houlez, French National Railways 
(in French). — As Mr. KELLER has 
pointed out in his report, the Railways 
use two methods of amortisation : the 
classic method for an annual sinking fund 
allocation for renewals, and the method, 
special to certain Railways, of the direct 
allocation of funds for renewal. 


To decide which of these methods is the 
best, it seems to me essential to make a 
distinction between movable and fixed 
assets. 


The classic methods requires a distinc- 
tion to be made between maintenance 
and renewal or capital investment. It 
has, it appears, been specially designed for 
movable assets where such a distinction 
is immediately apparent. Its application 
to fixed assets appears to me much less 
convincing. With such assets, in effect, 
the distinction between maintenance and 
renewal if most often very difficult. In 
the case of railways, it is only possible for 
a certain very limited number of things : 
renewals of rails, sleepers and_ ballast. 
For everything else, there is rarely com- 
plete suppression and reconstruction, but 
repairs of varying degrees, accompanied 
perhaps by part alterations. 


This special feature of the fixed instal- 
lations involves two major drawbacks in 
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applying the classic method. The first 
is that it is impossible to decide except 
in a very arbitrary way if a given work 
is to be considered as maintenance 
attributable to the operating account or 
renewal attributable to the capital account. 
The second is that the idea of the death 
of a fixed component and therefore of 
its length of life are extremely vague 
which makes it impossible to fix their 
amortisation period rationally. 


The classic method can therefore only 
lead to very uncertain results in the case 
of the fixed assets. This defect can be 
considered as a minor one in the case of 
ordinary undertakings whose fixed assets 
are generally less compared with their 
moveable assets. It is on the contrary of 
major importance for undertakings whose 
fixed assets exceed their moveable assets, 
and in particular for railways. 


It would therefore seem advisable to 
stipulate that the method of direct charg- 
ing of renewal funds be used in the case 
of the fixed assets. This moreover is 
practically the classic method on the 
S.N.C.F. in the case of permanent way 
renewal work. 


The risk of falsifying the results in the 
sense of making them appear better than 
they are when the technical programmes 
for renewals are insufficient is certainly 
no greater than with the classic method. 
Experience shows, indeed, that the Public 
Authorities do not hesitate to prescribe 
a reduction in the annual renewal sums 
any more than a reduction in the pro- 
gramme of works. Perhaps, they are 
even inclined to show greater reluctance 
in the latter case, because the serious 
technical consequences of such reductions 
are more directly apparent. 
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Mr. Cecchi, Jtalian State Railways 
(in French). — Mr. PRESIDENT, Gentlemen, 
in the Summaries of the Report I think 
there are two points that deserve consider- 
ation in the general discussion. 


In the final Summary, it is stated that 
we should «ask for rates which will 
cover the costs, i.e. which will make it 
possible to conserve the assets and 
capital. » 


Now, it seems to me that this Summary, 
taken by itself, apart from the others, 
might give the impression that we are 
ignoring the fact that in a situation which 
is no longer an absolute monopoly a 
limit is fixed to railway tariffs. Conse- 
quently, it is not sufficient to ask for 
rates which will cover the total cost as 
at the present time; it should be made 
clear that it is a question of asking for 
rates which will cover the real cost after 
freeing or compensating the railways for 
the public and social charges they have 
to pay which have nothing to do with 
the actual operating. In other words, 
liberation from abnormal charges or 
compensation for such charges must be 
considered as a preliminary question. 
If this is not taken into account, we might 
find ourselves faced with insurmountable 
difficulties in fixing the rates at a reason- 
able level. 


As regards liberation from abnormal 
charges, though we need not go into 
details of all the headings under which 
the railways should be compensated, we 
should however mention one of them that 
should be specially taken into account 
here as it is inherent in the question with 
which we are dealing : these are the 
charges actually due to the fact that there 
are arrears in renewals. 
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To the extent that such arrears are 
precisely the consequence of political 
and social charges imposed upon the 
railway and because of their effects upon 
the deficit, this heading must be included 
amongst the abnormal charges for which 
the railway must be compensated in order 
to obtain the proper cost of the railway 
services to be covered by the transport 
rates. 

Finally, I would like to say a few 
words about the question of the amortis- 
ation methods which have been mentioned. 


The amortisation method based on the 
replacement value, when it has been used 
since the original capital investment 
results in the formation of a fund which 
can be deposited in the bank or invested 
in public securities, etc. In such a case the 
undertaking profits by the interest of this 
fund. But the fund can also be invested 
in new capital works. In this case, there 
is no actual «active » interest, but the 
advantage of not having to charge up 
the «passive » interest on loans which 
would otherwise have been made in 
order to finance the new work. 


In both cases, the existence of a large 
amortisation fund results in relieving the 
operating account and the cost of the 
undertaking, and this is a further dif- 
ference between the position when there 
is such a fund or when no such fund has 
been set up. 

It is therefore not entirely true to say 
that the real cost of renewal in the case of 
undertakings that have a certain equili- 
brium between their old and new capital 
investments more or less corresponds 
to the annual sums needed for the amorti- 
sation purposes calculated on the re- 
placement value. In effect, between the 
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real cost of the renewals, to be booked 
to the operating account if there is no 
amortisation fund, and the charges which 
the operating account will have to carry 
if large amortisation funds are available, 
there is a difference which is measured 
by the interest on the amortisation fund 
which has been set up or should have 
been set up. Moreover when there is a 
certain balance between the new and old 
capital investments, there are already 
arrears in renewal if no amortisation fund 
has been set up, and such arrears have 
a definite cost which can be accurately 
measured by the interest on the non- 
existent amortisation fund. 


Mr. Sjoberg, Swedish State Railways. — 
Mr. PRESIDENT, I have a few remarks to 
make on this question, mainly concerning 
what we ourselves, as railwaymen, can do 
in this matter. 


The reports of Messrs. KELLER and 
FELDER deal with the methods of the 
conservation of the assets and capital 
belonging to the railways. The aspects 
chosen by discussing this problem seem 
to be mainly retrospective, and, therefore, 
necessarily static. We cannot, however, 
conserve all the investments or productive 
capacity. We have now, for example, 
slack lines, small stations etc. where the 
investment seems obsolete through the 
rapid development during recent years of 
road motor traffic, air traffic etc. The 
railways have not been allowed to adapt 
themselves to the changes that have taken 
place in the economic life of the country 
during the last decades. 

The problem is therefore, to conserve 
for the future what really is worth conserv- 
ing, and to delete, as far as possible and 
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as soon as possible, what is not worth 
conserving, and where the capital and its 
earning capacity is already lost. Thus, 
the real problem is not retrospective but 
forward-looking. 

As a complement to the very able 
reports of Messrs. KELLER and FELDER, 
it should be interesting to have a study 
of the capital-allocating policies of our 
railways on plant, equipment and develop- 
ment. I think that capital-allocating is 
one of our most important managerial 
problems to-day. We all seek to allocate 
our available funds to an optimal use. 

I think, however, that our capital- 
budgeting methods could be improved; 
they depend too largely on intuition. 

We still have a big future for the rail- 
ways if we do the right thing as regards 
investments. 


The President (in French). — Does 
anyone else wish to say anything? 

We can therefore close the general 
discussion. When amendments are pro- 
posed and suggestions justified, we will 
naturally discuss each particular point 
of view. 


Mr. Meyer, Délégué aux Questions écono- 
miques du Département Fédéral des Postes 
et des Chemins de fer, Suisse (in French). — 
First of all, I would like to go back to 
the very interesting comment made by 
Mr. WANSINK and also touch upon the 
problem raised by Mr. CEccHI. 

Mr. WANSINK expressed his doubts 
about the formula : industrial amortisa- 
tion according to the value of the repla- 
cement, and I think he is justified. 

In effect, in practice it may even be 
impossible to amortise according to the 
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replacement value. As Mr. WANSINK 
said, things are never replaced by the 
same things. There are always improve- 
ments and extensions, but in principle 
improvements and extensions should be 
financed not from the industrial amorti- 
sation fund but by new capital. 

It is understable that Mr. WANSINK has 
some doubts about such a policy. In 
many countries, the State has put the 
railways on a sounder basis by sup- 
porting part of the capital costs and now, 
through this policy, the railways are once 
again going to embark on an epoch 
in which debts will form a heavy burden. 

That is why I feel Mr. WANSINK’s 
fears are justified. 

However, it appears to be that they 
might be banished under three conditions. 
These are : 


1) the railway, as far as possible, 
must limit itself to profitable investments. 
Certainly all the railway Administrations 
who have a really up to date management 
insist upon this at the present time. 

2) the railway must try to establish 
tariffs covering their costs. This is also 
a very important matter. The policy of 
making the railway subsidize by its 
tariffs the general economy has come to 
an end under the conditions of competition 
which we all suffer from in the field of 
transport; 


3) and thirdly — and here I touch 
upon the point raised by Mr. CEccHI 
— the State must compensate the 
railway for the charges which it really 
has to bear in the interests of the com- 
munity. These costs, these charges 
carried by the railway in the interest of 
the community should not put the railway 
accounts in deficit. 
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In Switzerland, in a recent law on the 
Railways which came into force at the 
end of last June, we have tried to solve this 
problem of compensating the railway 
for the charges borne in the interest of 
the community. I cannot and do not 
want to go into details about this question; 
it is a fairly complex one. But I would like 
to repeat once more that with these three 
conditions — that the investments are 
profitable, that the State allows the 
railway to have a tariff covering the 
costs, and that the State compensates 
the railway for the charges about which 
I have just spoken — this policy of 
expansion financed by loans does not seem 
so very dangerous to me. 


The President (in French). — I will 
add one word to what Mr. MEYER has 
just said. In a time of inflation, new debts 
are not quite so dangerous as in a time 
of deflation. At least one of the advantages 
of inflation is that it materially reduces 
the debts. 


Mr. Mukerjee, Ministry of Railways 
(Railway Board), Government of India, 
and Vice President. — Mr. CHAIRMAN, 
first of all, I must apologise to the reporters 
because the questionnaire from Indian 
Railways was not completed and sent in. 
I must also add my thanks to those of the 
other speakers for the very valuable work 
they have done. 

It may be of interest if I give a brief 
outline of what we do on Indian Railways 
regarding this question, and if you will 
permit me, therefore, I would like to say 
a few words on this question; it may help 
in clarifying the problem which we face 
in India. 
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The expenditure on railways in India, 
other than ordinary working expenditure, 
is made up from the following charges : 


Interest on Loan Capital; 


Contribution to Development Funds; 
from surplus. 


Contribution to Open Line Works — 
Revenue; (Works costing Rs. 2 500 each 
or less and works relating to operating 
improvements costing not more than 
Rs. 300 000 each but the return on which 
is less than 5 %). 


Depreciation to Reserve Fund. 


The previous practice up to the year 1935 
regarding contribution to Depreciation 
Fund was to put in an amount every year 
on the basis of assumed life prescribed 
for each class of asset. With this method, 
we found it extremely complicated to 
work out the figures that had to be put 
into the Depreciation Fund, as naturally 
the life of various assets was different. 
So, we decided that the Depreciation 
Reserve Fund be calculated at an average 
rate of 1/60th of the total capital at charge; 
this fraction being the nearest simple 
fraction calculated to give the results 
approximately equal to a figure worked 
out on the basis of the complicated 
procedure followed previously. 


Indian Railways are Government Rail- 
ways, and we pay dividend on the capital 
at charge. I reckon that this problem, we 
are discussing has two aspects really; 
one for Governement railways, and one 
for private companies, because we are told 
by countries where private railways operate 
that these private railways have to pay 
interest to their shareholders, and them- 
selves pay taxes to the Government, 
which Government railways do not pay. 
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Our capital at charge was Rs. 900 crores 
in 1954-55, ie. roughly £800 millions. 
In view of developments and expansions 
and because of the fact that the price of 
replacement of assets like locomotives, 
including diesels, etc. have increased, we 
shall have to borrow additional capital 
which is obtained from the Government. 
In recent years, i.e. at the end of 1958-59 
therefore the capital at charge has in- 
creased from £ 800 millions to £ 1 200 mil- 
lions. This would mean that our contribu- 
tion in the shape of dividend would 
increase and our withdrawals from the 
Depreciation Fund as well as our contri- 
bution to the Depreciation Fund would 
have to be increased. 


Then there are other factors — for 
instance, we had used our wagons, loco- 
motives and rolling stock for more that 
we do now. We have to change, to 
modernise, in order to carry the traffic, 
and all this tends to increase our costs 
both from capital and Depreciation Re- 
serve Fund. 


The problem we are facing now is that 
we are using up a great deal of the Depre- 
ciation Reserve Gund. If we are going 
to contribute to the Fund in the same 
ratio as heretofore, it would mean that 
in future our balances in the Depreciation 
Reserve Fund would be greatly reduced. 


At the present time our Railways are 
working with a surplus. In a few years 
time, in view of much larger increase 
in capital and of the modernising program- 
me on which we have embarked, the 
payments on account of dividends on 
capital at charge and the contribution 
to the Depreciation Fund would naturally 
increase.. This may have some effect on 
the available surplus. 
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I mention this because I feel this 
problem is a difficult one, and it is also 
tied up with other considerations. Rail- 


‘ways cannot tear up lines, or cancel 


services as private companies or other 
concerns can, so that the problem is not 
only to be tackled by the Railways, but 
also must receive attention by the Govern- 
ments. 


Solutions to this problem will, of course, 
differ between one country and another, 
and indeed will differ as between private 
and Government railways. 


The President (in French). — Gentlemen, 
if we are to get through our work and 
get the Summaries adopted, we must 
begin to discuss them. 


Have you still any ideas to discuss 
which do not come into the points to be 
dealt with in connection with the Sum- 
maries ? 


Mr. Vrebos, Ministry of Communica- 
tions, Belgium (in French). — Mr. PrRe- 
SIDENT, just now you made it quite clear 
that you understood that in touching 
upon the problem of renewals, we were 
dealing with a very delicate problem, a 
very uncertain territory. You tried to 
get off at a tangent by suggesting that we 
at once begin to examine the resolutions 
suggested by the two Reporters, and 
Mr. LALOoNI has brought you back into 
the circle where we might go round and 
round for a very long time. 


So, I will again try and get off at a 
tangent, as you must certainly be getting 
impatient, and make the precision that 
the problem of amortisation can be stated 
in three planes : the accountancy plane, 


SEPTEMBER 1959 


the plane of standardised railway ac- 
counts, and the plane of the general 
organisation of transport. 


As regards the first plane, a standard 
accountancy plan, I think that the Re- 
porters, who are going to have three days 
in which to think over the question, may 
have something to suggest. In reality, 
the problem of amortisation is so very 
different from one railway to another, that 
attempts have already been made to 
solve it in other ways, in particular by 
a standard accountancy plan and perhaps 
it will be sufficient to touch upon the 
question if the Reporters say that it is 
already under discussion in other con- 
nections without being finally solved so 
far. 


As regards the second point : standardi- 
sation of railway accounts, all the speakers 
stated that obviously the railways must 
first of all be put upon a sound footing 
freed from the general charges, the 
charges of a political nature, which are 
no longer justified, possibly suppress 
tariffs of a political or social nature, 
and so on. 


This question also has been dealt with 
in other spheres. The European Confe- 
rence of Ministers of Transport in parti- 
cular put forward a plan for standardising 
the accounts, which certain Railways 
have seen partly introduced by their 
Governments. 


Here, I have small complaint to make 
about this question of amortisation. 
This is that fundamentally the problem of 
amortisation is not longer uniquely a 
railway problem. It is at the same time 
a problem that affects both State and 
railway. Therefore, as we are an Inter- 
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national Railway Congress Association 
and a mixed association, it might be 
opportune that in the future when such 
a question arises, the question is put 
both from the government and from the 
railway point of view. I think everyone 
would gain from this. 


As regards the problem of standardis- 
ation, this point has been sufficiently 
developed by certain speakers so I need 
not go into it again. I would just like to 
say one thing : if there are some railways 
in Europe which are still in a happy 
position — like the Netherlands Railways 
to some extent, and probably the Swedish 
and Swiss railways — there are also 
others which are not in such a happy 
position. It is clear that if standardisation 
is applied to the small railways — I am 
thinking above all of the Belgian Railways 
and perhaps in part the Luxemburg 
Railways which I know particularly 
well — and if the railways are compensat- 
ed in full for all that they have a right 
to under the heading of such standardisa- 
tion, the costs would still not be completely 
covered. This at once sets up a much 
more complex problem from the point of 
view of amortisation, bound up with the 
problems of the general organisation of 
transport which Mr. SJOBERG mentioned 
just now. Not only are the arrears in 
renewals on the railways much too great 
so that all the funds on which they can 
lay their hands at the present time are 
insufficient from the point of view of the 
accounts, but in addition a_ general 
organisation should be set up which 
would enable them to be included in the 
general transport plan in spite of all this. 


I would suggest, for example, that 
mention might be made, possibly at the 
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end of the Summaries, that close contacts 
should be made, in agreement with the 
railways, so that the problem of amortisa- 
tion from the point of view of the accounts 
and from the point of view of standardisa- 
tion can not only be solved, but be solved 
fairly from the point of view of what 
should actually be covered by amortisa- 
tion. 


First of all, perhaps certain lines will 
have to disappear, upon the survival of 
which however the Government particul- 
arly insists. In such a case they take 
responsibility from the point of view of 
amortisation which the railway should 
not have to support. 


On the other hand, if the standardisation 
of the accounts leads to certain vexations 
on certain railways, this proves that the 
general costs are too high. And if the 
general costs of the railways are too high 
compared with the competition, this 
means that there is something altogether 
wrong on the railways. If it does not 
work, it is because the railway has imposed 
upon it, from the point of view of their 
staff for example, extremely abnormal 
obligations in certain cases, as well as 
political obligations as regards the lines. 


The standardisation of the accounts 
being possibly applied even to the staff, 
renewals being limited to what they should 
in fact be limited to, the railway must be 
given new assets to allow it to rejuvenate 
itself, which, in my opinion, is quite 
outside normal renewal. 


Consequently, I think the Government 
on its side should, as it has done for the 
roads and waterways, in certain cases, 
infuse this energy and make additional 
efforts for five or ten years as regards 
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investments in renewals so that this 
rejuvenation can take place. If this is 
not done, the small railways are certainly 
doomed. This must be clearly recognised, 
sad as it is. 

Consequently, perhaps the Reporters 
could suggest at the end of their report 
that close contacts should be established 
between the Governments and the Rail- 
ways to ensure that amortisation really 
covers that which the railways have an 
interest in amortising, i.e. what is profit- 
able, and that whatever is superfluous 
be suppressed, this superfluity being 
decided either by the Railways or by the 
Governments. 


The President (in French). — Mr. 
VREBOS according to tradition, the Re- 
porters have to express the point of 
view of railwaymen, of the railways. The 
States are invited to express their point 
of view as well, but the Reporters are 
railwaymen first and last, and consequent- 
ly it is the point of view of the railway 
that is dealt with. 

As regards the general transport policy, 
I think that in point 5 of the Summaries 
mention is made of a reasonable organ- 
isation. Every railwayman understands by 
reasonable organisation the liberty to 
suppress certain unprofitable services. 


I do not think there are any partisans 
of monopoly amongst the railways or 
the railwaymen; we are all bound up 
with competition. We only desire the 
possibility of adapting ourselves to these 
new situations. 

Gentlemen, I think, in view of the time 
allotted to us, that we should go on to 
the discussion of the Summaries. We 
shall have ample occasion to express our 
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wishes and certain suggestions, modifying 
the Summaries if necessary. 

I will now call upon Mr. Marin, and 
after that the general discussion is definitely 
at an end. 


Mr. Marin, Permanent Commission of 
the Association (in French). — Gentle- 
men, I am intervening in this discussion 
because I heard the Swiss delegate Mr. 
MEYER put forward three points. First 
of all, he took up Mr. WANSINK’s sug- 
gestion which endeavoured to make 
a distinction in renewals of the actual 
replacement and that part of the replace- 
ment which constituted an improvement 
in the installations, traction methods, 
coaches and goods wagons. He also 
considered the charges the railways have 
to carry because of the fact that the State 
obliges them to render certain services in 
favour of the general economy, charges 
which lie outside the actual operating 
requirements and affect the general interest 

These are questions which we have 
already discussed at length amongst 
ourselves and I think everyone is in 
agreement about this. 

But as far as I am concerned there is a 
second point, and this is why I want to 
say something : that is the question of 
the tariffs. 

In Switzerland, things are very different, 
because the Swiss Railways are able to 
have a credit balance sheet. But for 
all the railways with deficits, the matter is 
not so simple. 

Mr. Meyer stated that the question of 
the tariffs is complicated because of the 
fact that if the railways increase their 
rates, they put themselves in a weaker 
position as regards competition. 
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On the other hand, the State, at least 
in Italy, does not allow the rates to be 
increased. We therefore find ourselves 
in a vicious circle. 


In addition, to determine the rates 
which should be applied, we have to 
know the costs. You all know better than I 
that the costs are the result not only of 
the operating costs, but also of the 
amortisation of all that is actually not 
renewal, i.e. replacement costs. They 
also cover the amortisation of the funds 
received from the State, or from loans, 
which you have to pay back. These 
sums which you have to pay increase the 
cost of the services the Railways assure. 


It might be that if there was no increase 
in labour costs, nor in the cost of the 
materials needed for the working, the 
improvements you make in the working 
might result in advantages in the form 
of reduced prices. 


And I am asking myself if it is possible 
to determine the costs. The railways suffer 
competition not only from the road 
but also from the waterways and air 
services, who do not have to pay amortisa- 
tion charges on the work they carry out. 

I quote the example of the construction 
of the Fiumicino Airport not far from 
Rome, which is a reconstitution of the 
Ciampino Airport, which is not modern 
enough for the new types of aircraft. 


You say you paid 30000 lires to go to 
Paris by air. But has the aircraft paid the 
amortisation of the works? This amortisa- 
tion has to be debited to the aircraft, 
otherwise you cannot offer competitive 
rates. And it is the same for the road. 


Mr. Meyer (in French). — Agreed. 
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Mr. Marin (in French). — It is for 
this reason that I endeavoured to attract 
the attention of all the railwaymen 
present here. The Governments must 
be urged to establish a transport policy, 
and I am perfectly in agreement with 
what my friend Mr. VrRepos has said. 


The President. — Gentlemen, if we are 
going to speak of co-ordination, all the 
Railways will be agreed to ask : 

1) first of all equality of treatment for 
all transport undertakings; 

2) a sane tariff policy, in conformity 
with the facts of competition. If the 
State does not give us the change to 
fight with a sane tariff policy, we demand 
compensation for the charges which have 
nothing to do with the working. I think 
we are all agreed about this. 

What does all this mean? It means 
that in principle we are all agreed upon 
these points : equality of treatment and a 
sane tariff policy. Otherwise the State must 
compensate us for the charges it imposes 
upon us. Is not this everyone’s opinion? 
If so, we need not discuss a transport 
policy at any length. 

I will now call upon Mr. KELLER. 


Mr. Keller (in French). — Mr. Pre- 
SIDENT, I think it would take us too far 
if we, in our capacity as Reporters, 
intervene in a prolonged general discus- 
sion. That is why Mr. FELDER and 
myself think it would be better not to 
join in the general debate. But we would 
like to ask Delegates who made suggestions 
involving any change in the text of the 
Summaries to return to these suggestions 
during the discussion of each of the 
Summaries. 
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The President (in French). — Gentle- 
men, are you all agreed that we should do 
this? (Agreed). We will therefore go 
on to the discussion of the Summaries 
and I will ask Mr. SCHOONJANS, the 
Principal Secretary, to read them to you 
one by one. 


Mr. Schoonjans (in French). — Here 
is the proposed Summary No. I : 


1. The great majority of the Administra- 
tions replied in the negative to the question 
if the state of their equipments corresponded 
to the present state of the technique and 
to the present needs of the traffic. Very 
great arrears are ascertained in the renewal 
and modernisation of both fixed installations 
and rolling stock. 


The President (in French). — The 
discussion is open for Summary No. 1. 


Mr. Houlez. — I want the last sentence 
to be slightly modified as follows : « There 
are very considerable arrears if not in 
the renewal, at least in the modernisa- 
tion...» As I am not absolutely certain 
that there are always arrears in renewals, 
whereas there is no doubt that there are 
in modernisation. 


The President (in French). — Does the 
Reporter agree? 


Mr. Keller (in French). — I do not 
altogether agree, because this is correct 
for the great majority of Administrations. 
From the reports, it is found that on the 
great majority of Administrations there 
are very considerable arrears not only 


in modernisation but also in renewal 
(That is so). 
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Mr. Bose, French West African Rail- 
ways (in French). — I think we would 
meet both the representative of the 
S.N.C.F. and all the other Administrations 
by adding «in general ». The text would 
be : « There are, in general, great ar- 
rears... » (Mr. HOULEZ approves). 


The President (in French). — Do you 
agree, Gentlemen? If so, will Mr. SCHOON- 
JANS please read Summary No. | in its 
final form : 


Mr. Schoonjans (in French). — The 
final text of Summary No. 1 will be : 


« The great majority of the Adminis- 
trations replied in the negative to the 
question if the state of their equipment 
corresponded to the present state of the 
technique, and to the present needs of the 
. traffic. Very great arrears are in general 
ascertained in the renewal and modern- 
isation of both fixed installations and 
rolling stock. » 


— Adopted. 


The President (in French). — We will 
go on to Summary No. 2. 


_Mr. Schoonjans (in French). — Sum- 
mary No. 2: 


2. The arrears in the renewal and modern- 
isation of the equipments are explained 
partly by war damage and the postwar 
disturbances. But this is not the principal 
-reason. Proof hereof is that private industry 
has recovered much more quickly than the 
railways. The main reason lies in the fact 
that the railways do not have the needed 
financial means to auto-finance their rene- 
‘wals as is the case with industry. 


The President (in French). — The 
discussion is open on Summary No. 2. 
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Mr. Wansink (in French). — I suggest 
adding in the last sentence after « to auto- 
finance their renewals. » the words « and 
the modernisation » to make the text agree 
with that of the first Summary. 


Mr. Elefteriadés (in French). — It is 
considered that the renewal of the instal- 
lations can only be done by autofinance. 
However, the Railways can, as they did 
at the beginning, make use of fixed 
interest loans to get the funds they need 
for the renewal of their stock or their 
installations, i.e. for re-equipping them- 
selves. Getting a loan moreover enables 
them to get out of the vicious circle the 
Reporters describe by the words « Auto- 
financing is only possible provided the 
tariffs cover at least the expenses including 
adequate amortisation...» By replacing 
a given element, — a definite sum borrowed 
which the legislator generally keeps at 
its original amount despite any currency 
deterioration which modifies its intrinsic 
value — for the element of renewal 
fund which varies according to individual 
estimates, getting a loan in this way 
enables one to avoid the great diversity 
of amortisation methods, the arbitrary 


figures, all that «about » which we 
find through the Reports. We find 
ourselves in a vicious circle. We want 


to use the renewal funds to make all 
the improvements, all the modernisation 
which seems desirable and we know in 
advance that the vagueness, the imprecision 
of the method by which this fund is 
constituted prevents all the railway Admi- 
nistrations as they complain from having 
a sufficient fund. 


This « about » is precisely what enables 
the State which. generally intervenes in 
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making up the deficit or in giving the 
necessary financial assistance for the 
improvements, always to reduce the 
amount asked for by each railway, 
whereas if we only had an undisputable 
juridical method based on an application 
which could not be cut down, the State 
would find it much harder to reduce the 
sum asked for. 


May I explain what I mean. To start 
with, the railways had recourse to loans, 
to borrowed capital, as a delegate pointed 
out just now. 


The President (in French). — For 
constructional and equipment purposes. 


Mr. Elefteriadés (in French). — For 
constructional and equipment purposes. 


Such capital is financially amortised, 
especially in the case of obligatory loans. 
Such loans include a fixed repayment 
charge and after a certain time, the loan 
is paid off. After this it can be considered 
that the asset, which is part of the railway, 
is free from all charges. In other words, 
the Railway Administration or its share- 
holders no longer have any obligation in 
connection with this asset since, by defini- 
tion, the fund used to get it, which is fixed 
by law, whatever devaluation may occur, 
whatever variations there may be in the 
purchasing power of the currency, is paid 
off by the financial sinking fund. If 
amortisation can be done like this, why 
not consider each item of re-equipment in 
the same way, as in the beginning, and 
get it by means of a loan which has the 
advantage that through all the devalua- 
tions and fluctuations in purchasing power, 
it remains fixed, since we have found that 
nearly all the legislation which has dealt 
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with devaluations has not touched the 
principle of paying back debts contracted 
to the original amount. For example, 
a loan made in 1910 for 1 million francs, 
no matter what changes have since oc- 
curred, has always been paid in virtue 
of the obligations imposed by law by 
1 million francs ne varietur. So, here we 
have one fixture which makes it possible 
to find a way of getting over this variation 
which in fact is the cause of all this 
variety of methods, this vagueness, this 
« more or less » which we wish to get 
out of. 


The President (in French). — What 
text do you suggest? 


Mr. Elefteriadés (in French). — In 
the text, mention is made of autofinance. 


« Arrears in renewal and modernisation 
can be explained in part by war damage...» 
is a statement of fact. « But that is not 
the principal reason... The principal 
reason lies in the fact that the railways 
have not the necessary financial means 
to autofinance their renewals... » I think 
that if the Reporters wished to find ways 
of renewing by this text, by quoting 
autofinance as a means, we will not 
reach the desired goal, since we know, 
by definition, that autofinance is not 
possible; consequently it is a wish that 
cannot be achieved. The basis of my 
demand is the fact that we have recourse 
to a method which does not lead us to 
the object in view. 


I suggest that instead of speaking of 
autofinance, we speak of making use of 
the right financial methods, but then we 


open the way for a discussion of all 
these methods. 


a er ee oe ne ee 
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The President (in French). — I want 
to make a comment. The Summaries 
refer to a sound financial management 
which has nothing to do with politics. 
We all know very well that politics often 
prevent us from having a sound manage- 
ment, but I think our Summaries should 
give the principles of a sound financial 
management. I presume everyone is 
agreed about this. 


Mr. Fernandes, Benguela Railway (in 
French). — Mr. PRESIDENT, the matter 
under discussion is simply a question of 
terminology. I think that the Reporter in 
speaking of autofinance, did not intend 
to exclude the other methods the last 
speaker mentioned, i.e. getting a loan. 
Therefore, the difficulty could be over- 
come if instead of using the word « auto- 
finance » in the Summary, we said : 
« the means of carrying out the renewal 
and modernisation... » Whatever means 
are used, whether it be autofinance or 
getting a loan, what is needed is to make 
the necessary effort to renew the instal- 
lations. 


Mr. Morganti, Ministry of Transport, 
Italy (in French). —— Mr. PRESIDENT, 


“I am somewhat perplexed by the sentence 


in the middle of Summary No. 2: 
« proof hereof is that private industry has 
recovered much more quickly than the 
railways. » I consider that this sentence 
does not take into account the competi- 
tion which has influenced the position of 
the railway. I do not think it is a good 
thing to link up a comparison with 
industry simply by a reference to the lack 
of autofinance on the railway. Another 
phenomenon is in cause which has 
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nothing to do with the improvement of 
the railway services, but which nevertheless 
influences the new position the railway 
finds itself in vis-a-vis other methods of 
transport. 


Mr. Houlez (in French). — I fully 
Support this comment. It happens that 
what has occurred in France is exactly 
contrary to that which is affirmed in the 
text. It might well be said that war 
damage has speeded up the renewal of 
the railway rather than retarded it. 


I am therefore asking for two modifi- 
cations : 


1) first of all, that proposed by the 
last speaker, i.e. the suppresssion of the 
sentence : « Proof hereof is that private 
industry has recovered much more quickly 
than the railways »; 


2) in the third line, instead of « The 
arrears in the renewal and modernisation 
of the equipments are explained partly 
by war damage...» I would put «can 
often be explained ». It may explain it 
for certain railways but not for all. 


Mr. Gillespie, British Transport Com- 
mission. — | am rather puzzled by the 
second summary and its translation. 
The first sentence refers to : 


. «war damage and postwar disturb- 
ances... » again the last sentence states : 


.. «railways do not have the needed 
financial means to auto-finance their 
renewals as is the case with industry... » 


Am I right in stating that war damage 
was compensated, and therefore finance is 
available to the administrations for such 
renewals? 
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Mr. Cecchi (in French). — Mr. PRE- 
SIDENT, I would like to return for a 
moment to the discussion which took 
place on the word «autofinance.» I 
cannot say that I agree with the suggestion 
to replace it by a more general expression, 
like « other methods ». I think we should 
stress the fact here that the present 
position is an abnormal one. Now 
autofinance is the normal method of 
providing for renewals. It is on the 
impossibility of using this normal method 
that we should insist. It is not a question 
of dealing here with all the methods 
of financing renewals, including those 
which must be used when it is impossible 
to finance them through the normal 
channels. 


Mr. Bose (in French). — There is 
probably some truth in the statement 
that has just been made. But I think we 
might reconcile the two points of view 
and not suppress completely the recourse 
to a loan asked for previously by putting 
« direct or indirect autofinance. » 


And another remark : we approved the 
suggestion to suppress the sentence giving 
as a proof of the argument the case of 
private industry. 


I think it is dangerous to give what 
goes on in private industry as a proof, 
as the retort may be — and there will be 
no lack of those making it — that prob- 
ably we manage our affairs worse than 
private industry does. 

However, without using what goes 
on in private industry as a proof, we 
might make a reference to it by modifying 
the sentence, and not giving it as a proof, 
for example by saying : private industry 
has greater facilities and therefore has 
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obtained better results than railway under- 
taking? 


The President (in French). — I call 
upon the Reporter, Mr. KELLER. 


Mr. Keller (in French). — Mr. PRE- 
SIDENT, Gentlemen, as far as Mr. WAN- 
SINK’s first suggestion is concerned, to 
complete the text by saying: « the 
necessary financial means for the auto- 
finance of renewals and modernisation 
of the installations.» I see nothing 
against it. 


The President (in French). — You 
therefore agree to this suggestion? 
(Agreement by Mr. KELLER). 


Mr. Cottier (in French). — If you 
accept the suggestion to include the term 
« modernisation » we would then have 
to say « as is often the case in industry ». 

Take the example of aviation. It never 
uses autofinance for new aircrafts. So we 
should say : « as is often the case » instead 
of «as is the case in industry ». In the 
case of modernisation, there must be 
certain reservations. 


The President (in French). — We 
retain «renewal and modernisation »? 
Does everyone agree? (Agreed). 

We will go back later to Mr. CoTTIER’s 
statement. 


Mr. Keller (in French). — It is simply 
a statement, it is not a wish. It is not 
what the railways are asking for. Auto- 
finance would also give us the means for 
modernisation. We might say : « The 
principal reason lies in the fact that the 
railways have not the necessary means 
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for the autofinancing of renewals and 
modernisation. » That is a statement. 
What we recommend comes afterwards. 


The President (in French). — I suggest 
we now discuss the problem of direct 
or indirect autofinance, according to 
Mr. Bosc’s suggestion. 


Mr. Wansink (in French). — I would 
like to ask the Delegate who made this 
suggestion what he means by indirect 
autofinance. 


Mr. Bosc (in French). — Direct auto- 
finance means taking directly, from the 
railway receipts, the funds needed for an 
investment or renewal. 


Indirect autofinance is a long term 
method, through a loan, like that we had 
from the International Bank. This loan 
carries with it an annual interest and 
repayment charge which has not to be 
paid all at once but some 10 years from 
the operating receipts in the same way 
as immediate autofinance from the same 
receipts. In practice therefore it is auto- 
finance, since the operating receipts pay 
off the loan. But they pay it off over a 
period of several years. 


The President (in French). — It is a 
question of terminology. 


Mr. Keller (in French). — However, | 


“cannot agree to such an interpretation 


of autofinance. Otherwise every case of 
finance by means of loans would be auto- 
finance in the end, since all loans have 
to be paid back some day and have to 
be repaid from the receipts. 


This question touches the very roots of 
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the problem and I think that if we modify 
the term autofinance, we will go too far 
in our suggestions. 


As for Mr. ELEFTERIADES, if I have 
understood his comment rightly he wants 
to substitute the repayment of loans 
for sinking funds. That is all very well, 
but in the case of the renewal of instal- 
lations, it would be a very different 
solution and we would end up precisely 
with what we want to avoid : an increase 
in our indebtedness. We would get this 
result with your system, because when we 
finance renewals through loans, we have 
to increase the loans because the renewal 
costs more than the original capital 
investment. 


I think it would be advisable to make a 
distinction on the one hand between 
industrial amortisation and on the other 
the way in which the money is obtained, 
which may be from recourse to a loan. 
If the previous loans have been paid off, 
new debts can be undertaken. 


Another objection to make would be 
that we would be at the mercy of the 
market when renewing our installations, 
which is too dangerous for the railways. 
The renewal of theinstallations is something 
that has to be done, whereas when 
building a railway, one is free to do it or 
not. It would therefore be too dangerous 
to rely on the market for capital when the 
installations has to be renewed. 


The President (in French). — We must 
try to come to an agreement on what is 
meant by «autofinance. » I think that 
in English and German autofinance means 
«finance through ones own _ resources 
without becoming endebted to anyone 
else.» When speaking of autofinance 
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therefore, it is finance through our own 
resources, and consequently it is impos- 
sible to speak of indirect autofinance. 
There is only autofinance through ones 
own resources. Do you agree? 
(Agreement of the French Delegates). 


Then there is another problem : that 
of the expansion Mr. WANSINK spoke of. 


I think that every industry when ex- 
panding is obliged to increase it capital- 
shares and capital-obligations. In the 
same way for the Railways, we may be 
obliged in order to modernise, which 
exceeds renewal, to increase the capital- 
shares and obligations. But afterwards, 
I think there must be some correlation 
between the expansion and the debt. 
In the case of renewal and modernisation, 
we ought to ask for the same treatment 
as industry. The distinction between 
renewal, modernisation and expansion 
is certainly rather difficult, but when 
industry modernises it always increases 
its capacity and I think we should ask 
the same treatment as they get. 


Mr. Houlez (in French). — I quite 
agree with the Reporter as well as with 
Mr. CECCHI in saying that in the case of 
renewal — I am speaking solely about 
renewal — finance through a loan would 
certainly be an unsound policy; it comes 
to exactly the same thing as borrowing 
to cover a deficit. 

However, this unsound policy may 
well be followed because no other solution 
can be found. Consequently, it seems to 
me that there is no danger in retaining 
the suggestion to replace the word « auto- 
finance » in the second paragraph by 
« financing » especially as we are no longer 
speaking of nothing but the financing of 
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renewals but also the financing of modern- 
isation, which can be met by a loan if 
it is going to be profitable. 


The President (in French). — What do 
you think, Mr. KELLER? 


Mr. Keller (in French). — In my 
opinion, we have not to state what is 
generally done, but what should be done. 
The fact that certain Railways have to 
finance renewals from loans is a fact, 
but it is unsound. We would like to say 
what ought to be done. For this, I think 
we should leave autofinance as_ such. 
We explained in the report what we 
meant by autofinance : i.e. finance from 
ones own resources. 


Mr. Bose (in French). — In this case, 
we should not add « and modernisation. » 


Mr. Cottier (in French). — Mr. PRE- 
SIDENT, I think we might find a solution 
if we crossed out the word « autofinance » 
since we say « the railways have not the 
means... », which says all that is to be 
said. 


If you wish to keep « modernisation » 
let us then say in the last line « as is 
often the case in industry ». There are 
industries that are able to finance them- 
selves, which have funds for financing 
renewals and modernisation. I say that 
there are also industries which have no 
means of renewing and modernising, 
which have not got resources of their own. 
By adding the little word « often » — 
« as is often the case... » perhaps we can 
find the solution. 


The President (in French). — It is a 
neutral formula, but we must not forget 


SEPTEMBER 1959 


that we deal with autofinance in point 3. 
We must have the courage to state that it 
is necessary for the Railways to have the 
means to autofinance. What is auto- 
finance? It is a matter of discussion. 
But in practice, at the present time, even 
the Administration levying the taxes 
enable all industries to autofinance, cover- 
ing not only the renewal but also modern- 
isation which increases their capacity. 
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If we want to ask for the same treatment 
as industry, we must insist on the word 
« autofinance. » 

Gentlemen, I will ask the Reporters to 
take into consideration all that has been 
discussed this morning and to reflect 
upon it, and suggest a definitive formula 
at our next meeting. 

Do you agree to this? (Agreed). 

— The meeting adjourned at 1 p.m. 


Meeting of the 6th October 1958. 


PRESIDENT : Dr. H. GSCHWIND 


— The meeting began at 9.30 a.m. 


The President (in French). — Gentlemen, 
I declare the meeting open. 


The Reporters have suggested a new 
text for Summary No. 2, as agreed at our 
last meeting. I will ask the Principal 
Secretary to read this to you. 


At the same time, I suggest he read the 
new Summary No. 5. We will not discuss 
this latter just now, but this will show 
you what is said in Summaries 5 and 2. 


Mr. Schoonjans (in French). — In the 
case of Summary No. 2, here is the new 
text suggested : 


« 2, In certain cases, these arrears can 
be explained by war damage and the post- 
war disturbances. The main reason, 
however, lies in the fact that the traffic 
receipts of the railways are insufficient 
to finance by their own means the renewal 
and modernisation of their equipment, 


as industry generally has been or is able 
to do (auto-financing). » 


In the case of Summary No. 5, here is 
the proposed text : 


« 5. To escape from this vicious circle, 
the railways ought at least to be able to 
secure the funds needed for renewing 
and modernising their equipment by 
auto-financing. Recourse to loans can be 
justified where there is an increase in 
transport capacity or where productivity 
will be increased; the resultant financial 
charges should always be capable of being 
borne to a large extent. Auto-financing 
is only possible with adequate amortis- 
ations which are really covered by the 
receipts. To obtain a better financial 
equilibrium the following measures are 
essential : 

1) a still more perfect coordination 
must be carried out between the various 
means of transportation so as to make 
equal or closer the competitive conditions 
between them; 
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2) in so far as the inequalities in 
competition are due to indispensable 
public service charges which cannot be 
renounced or reduced, an equitable fin- 
ancial compensation by the State is 
essential; it goes without saying that 
charges which are outside rail operation 
needs, and are imposed by the State, 
should be met by the State. » 


The President (in French). — Gentlemen, 
I repeat, we are not discussing point 5 yet. 
We merely read it to show you what will 
be discussed later on. We will first of all 
examine the revised text of Summary 
No. 2, which has just been read. I am 
therefore opening the debate on Sum- 
mary 2. 

I must also add that Mr. COTTIER made 
a suggestion at our meeting on the 2nd 
October, saying that there is all the more 
need for amortisation as there are extra 
burdens. This argument will be taken up 
when discussing Summary No. 3. 

Are you agreed about the amended text 
for Summary No. 2? (Agreed). 

In this case, we will go on to Sum- 
mary No.3. 


Mr. Schoonjans (in French). — Sum- 
mary No. 3: 


3. Auto-financing can possibly be done 
only when the prices cover at least the 
expenses, these including adequate amortisa- 
tions, that is to say amortisations calculated 
on the economic and not the technical life 
and on the replacement value. 


Now, this condition is not fulfilled with 
most railways. The amortisations are inade- 
quate, and even these insufficient amortisa- 
tions are not covered by the receipts. If 
the amortisations are insufficient, it is not 
because the Administrations ignore the 
harmful consequences which will result. 
Usually a pressure is exerted by the political 
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authorities on the level of amortisation or 
renewal charges with a view to reduce the 
deficits to be met by the State. This pres- 
sure explains why the deficits are incom- 
pletely covered by the State who so can- 
not replace sufficient receipts. What the 
State gives to the railways so far as it 
meets the deficits is as a rule too much for 
dying and too little for living. 


The President (in French). — Would 
you also add Mr. COTTIER’s suggestion? 


Mr. Schoonjans (in French). — Here is 
the text: 

« The reduction effected in the amortis- 
ation of railways is therefore all the more 
difficult to justify since they have legal 
obligations to operate and carry which 
were imposed on them by the States; 
instead of a reduction these obligations 
would rather justify a strengthening of 
industrial amortisation in order to assure 
the continuity of rail transportation, 
at least for those lines which should be 
preserved and for which other modes of 
transport should not be substituted. » 


The President (in French). — I open 
the discussions. I think it can be agreed 
that the French text can serve as a basis, 
and the English text will be completed 
and adapted. 


Mr. Cottier (in French). — Mr. Pre- 
SIDENT, Gentlemen, I thank the President 
and the Reporters for having taken the 
suggestions I made at the last meeting 
into account in the suggested wording. 

It seems to me, in effect, that to streng- 
then the position of the Railways with 
the Governments — the Governments 
always include a Minister of Finance at 
the side of the Minister of Transport — 
to overcome the hesitation of the Ministers 
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of Finance to grant the Railways the same 
industrial amortisation rights as the con- 
tributing industries, it is very important 
to make special mention of this legal 
difference between the railways and private 
industries. The different amortisation 
system is due to this, as the proposed text 
points out. 

I think that the strengthening of their 
position mentioned above might consist 
at least in this, that the decline in purchas- 
ing power should be taken into account 
periodically in calculating the industrial 
amortisation; this should be obligatory 
like the industrial amortisation of the 
value of the first cost, the first capital 
investment. 

This would be a very effective measure 
in favour of the Railways, which might 
be justified by their exceptional legal 
position. 

I thank you. 


The President (in French). — Has any- 
one any suggestions to make regarding 
any amendments? 


Mr. Elefteriadés (in French). — 
Mr. PRESIDENT, Gentlemen, I think we 
should make it quite clear that the text 
suggested by Mr. ComTTiER refers more 
particularly to those railways which are 
in a favourable position — like the Swiss 
railways — whose results enable them 
not only to make industrial amortisations 
but to increase them by adding, as 
Mr. CorTTIER suggested, the excess value 
due to decrease in purchasing power. 
Unfortunately, there are many railways 
which are not in such a position, which 
have a deficit, and which both for their 
industrial amortisations and for their 
completion with the excess values have 
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to have recourse to a surplus from the 
State to cover their deficit. 


The President (in French). — Gentle- 
men, I think what we all want is to get 
out of the vicious circle in which we find 
ourselves. That is why we have appealed 
to the Governments. We do not wish 
to pursue this unsound financial policy 
which is putting the Railways in an 
impossible position. 

Have you any other suggestions to 
make? 


Mr. Elefteriadés (in French). — If 
that is your opinion, I can only support 
it to modernise rather sooner. 


Mr. Mukerjee. — Mr. CHAIRMAN, in 
the English version it is not very clear 
what is meant by : 

.. « The State gives to the railways as 
a rule too much for dying and too little 
for living... » 


Mr. Keller (in French). — The last 
sentence means quite simply that if 
the railways can continue to exist for 
better or worse, they cannot modernise 
themselves. Now, if they are to be really 
alive they must modernise themselves. 
However, the means of doing so are 
lacking. 

The railways cannot be suppressed; 
the State forbids it; it wants the railways 
to continue to subsist, but will not give 
them the means to subsist as they should, 
i.e. by modernising themselves. The 
railways are unable to follow technical 
progress, nor to go forward. 


The President (in French). — This is a 
political aspect. 
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Mr. Mukerjee. — Could the context 
be more precise? After all, this is the 
Summary of an International Congress 


The President (in French). — This is 
dealt with in point 4, and in point 5 it 
is stated that we must get out of this 
vicious circle, the vicious circle being 
that we cannot live but that we must 
live. 

The text seems sufficiently clear to me. 


Mr. Mukerjee. — Then if point 5 
covers it, I suggest we drop this particular 
sentence. 


The President (in French). — It is a 
political question. JI think that the 
Railway Delegates do not wish to sup- 
press this paragraph, whilst the Govern- 
ments representatives may be in favour of 
suppressing it. To get out of this impasse, 
we will put this phrase to the vote. 


— The majority — against three Dele- 
gates — are in favour of retaining the 
paragraph. 

Are there any other suggestions about 
point 3? 

— Summary No. 3 is adopted in the 
following form : 

« 3. Autofinancing is possible only 
provided that the tariffs cover at least the 
expenses, including amortisations, that 
is to say amortisations calculated on the 
economic and not the technical life and 
on the replacement value. 

« This condition is not however ful- 
filled with most railways. The amortis- 
ations are inadequate and even these 
insufficient amortisations are not covered 
by the receipts. If the amortisations are 
insufficient, it is not because the Admin- 
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istrations ignore the harmful consequences 
which will result. Usually pressure 1s 
exerted by the public authorities on the 


‘evel of amortisation or renewal charges 


with a view to reducing the deficits to be 
met by the State. This pressure explains 
why the deficits are incompletely covered 
by the State and thus cannot replace 
insufficient receipts. What the State gives 
to the railways so far as it meets the 
deficits is as a rule too much to die 
and too little to enable them to live. 


« The reduction effected in the amortis- 
ation of railways is therefore all the more 
difficult to justify since they have legal 
obligations to operate and carry which 
were imposed on them by the States; 
instead of a reduction these obligations 
would rather justify a strengthening of 
industrial amortisation in order to assure 
the continuity of rail transportation, 
at least for those lines which should be 
preserved and for which other modes of 
transport should not be _ substituted. » 


Mr. Schoonjans (in French). — Sum- 
mary No. 4: 


4. The delay in renewal and modernisation 
of the investments weakens the position of 
the railways facing their competitors: for 
example the railway carriages 40 to 50 years 
old cannot compete with the modern cars or 
aeroplanes. Furthermore, it is an obstacle 
to introduce modern technical methods for 
increasing productivity and improving the 
service. The result is a growing deficit 
which from its side causes a growing pres- 
sure on the amortisations. 


The President (in French). — The 
discussion is open on Summary No. 4. 


Mr. Bosc (in French). — I agree with 
the meaning of this fourth Summary, 
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but I would wish the wording of the 
last two paragraphs to be a little more 
precise. 

Instead of «Furthermore, it is an 
obstacle to introduce... » as in fact what 
is being prevented is the acquisition — I 
would suggest : « Furthermore, it prevents 
the acquisition of modern technical means, 
the use of which would make it possible 
to increase productivity and improve 
the services... » 


We are talking on the financial plane 
and it is not custom which prevents the 
policy : it is the acquisition of these means. 


In the final paragraph, it is stated : 
« The result is a growing deficit which 
from its side calls...» I would like to 
point out that it does not call, it leads, 
it has a consequence; it is not a wish, it is 
a direct consequence. I therefore suggest 
the following wording: «The result 
is a progressive increase in the deficit 
which in its turn leads to increasing 
pressure on the amortisations. 


The President (in French). — Do the 
Reporters agree to these suggestions? 
(Agreed ). 


Mr. Cottier (in French). — In the first 
line, you speak of the position of the 
railway in the face of competition. I 
think that the term «weakens» is 
correct from the long term point of 
view, but from the short term one, the 
opposite is true. Even motor transport 
undertakings might criticise this position 
of insufficient amortisations and com- 
plain: «You are artificially reducing 
your costs and making unfair competition 
as you are not setting aside sufficient 
industrial amortisations. » 
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However, what is said here is true in 
the long run. In the long run obviously 
the competitive position is weakened. 


Perhaps we could say : « weakens the 
position of the railways vis-a-vis their 
competitors, or may even falsify com- 
petition. » 


I do not know if I have expressed myself 
very clearly. The competition may be 
falsified, but only on the short term point 
of view. The costs are lower when the 
industrial amortisations are lower... 


Mr. Bose (in French). — I do not 
agree. 
Mr. Cottier (in French). — Con- 


sequently, the road competitor can say : 
«you are offering too low rates because 
your industrial amortisations are too 
low. » 


The President (in French). — If the 
amortisation is sufficient, the consequence 
is that the prices are fair. 


Mr. Bose (in French). — When one 
has to work with stock in a poor condition 
or which is not in the proper condition, a 
great deal has to be spent on maintenance, 
and contrarily to what is generally believed, 
the costs in the face of competition are 
higher. You speak of wagons 40 to 
50 years old; it is obvious that their 
maintenance costs a lot more than that 
of new wagons, but you pay this because 
it comes under the heading of direct 
working costs. 


Mr. Cottier (in French). — I would 
accept with this answer from the motorists. 
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Mr. Wansink (in French). — Mr. 
PRESIDENT, I should like to ask the 
Meeting a question. 

In point 4, we are speaking of the effect 
of insufficient amortisations on the com- 
petitive position of the railway, the 
quality of its services being backward 
compared with those of other methods of 
transport able to follow technical develop- 
ments. 

If the problem of the weakened com- 
petitive power of the railway arises, it is 
not only because this policy of inadequate 
amortisations has an effect upon the 
position regarding the rolling stock. It is 
also because the railway becomes less 
attractive to the young. A human element 
is also concerned. It no longer becomes 
possible to recruit young men having the 
requisite qualities for railway service as 
required to maintain and develop its 
competitive power. And J am wondering, 
Mr. PRESIDENT, whether we should not 
include a suggestion on these lines. 


The President (in French). — This is 
an important point. 

Gentlemen, are you agreed that we 
should add such a sentence? (Agreed). 


Mr. Vrebos (in French). — I have 
followed the discussion between Mr. 
CoTTIER and Mr. Bosc. There is a little 
truth in spite of everything in what 
Mr. Cottier said and I think it is the 
wording which gives rise to this possibility 
of faulty interpretation. 

Mention is made of amortisations in 
the present. It says : « The amortisations 
are inadequate...» In reality, the un- 
profitability of the railways is due above 
all to the fact that the amortisations were 
inadequate in the past. I am wondering 
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therefore if your opening formula should 
not be corrected. We might simply say : 
« Amortisations have long been inadequa- 


‘te » and then continue the sentence with 


a slight alteration. In this way, you will 
make it quite clear that the lack of 
modernisation is the result of inadequate 
amortisations in the past. 

If you had to say that the amortisations 
«are » inadequate, the sudden renewal 
of your installations would lead to an 
increase in the cost price. 

The President (in French). — We 
mention the « delay » in point 4. 


Mr. Vrebos (in French). — Yes, but in 
Summary No. 3 we say : The amortisa- 
tions are insufficient... » In reality, they 
have been so for a long time. It would be 
better to say : «have long been insuf- 
ficient. » 


The President (in French). — In point 4, 
it clearly says « the delay ». 
Are you making a suggestion? 


Mr. Vrebos (in French). — No, not if 
you think point 4 corrects this idea 
adequately. But, in my opinion, it is 
point 3 which might be misinterpreted as 
Mr. CorrTier has stressed. 


The President (in French). — The 
« arrears » are also mentioned in point 2, 
then further on the «delay ». We have 
said enough to make it clear that we are 
in arrears. 

Are there any other suggestions ? 


Mr. Morganti (in French). — Mr. 
PRESIDENT, I think the word « weakens » 
presents a picture which is not quite true 
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seeing that the Railways are already 
victims of the competition of other forms 
of transport which have recently 
strengthened their position. It seems to 
me therefore that another conception, 
another idea should be stressed : the 
delay in the renewal and modernisation 
of the installations makes the position 
of the railways more serious, in the sense 
that the railway is in fact already the 
object of such competition which meets 
the requirements of the users of transport 
by road or by air. Here the position of 
the railway compared with these new 
methods of transport is made more 
serious because of the fact that it has 
not been able to renew and improve its 
prestations and services. 

I suggest therefore saying instead of 
« weakens », «renders more serious » 
the position of the railway. 


The President (in French). — We can 
retain this suggestion (Agreed). 


Mr. Houlez (in French). — To meet the 
suggestions of both Mr. Cormier and 
Mr. Bosc, I think it would be as well to 
make it quite clear that the position of 
the railways which has weakened is the 
combined technical — to satisfy Mr. 
CoTtTierR — and financial — to satisfy 
Mr. Bosc — positions. I would therefore 
put «the technical and financial posi- 
TONS PY s5s 


The President (in French). — Do the 
Reporters agree? (Adopted). 


Mr. Wansink (in French). — Mr. 
PRESIDENT, may I ask if the Meeting has 
adopted my suggestion. 
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The President (in French). — Yes. 


Mr. Wansink (in French). — May I 
leave the actual wording to the Reporters? 


The President (in French). — Will 
Mr. SCHOONJANS please read point 4, as 
amended according to the discussion. 


Mr. Schoonjans (in French). — Here 
is a text, obviously one got out in a 
hurry : «... The railway is also to some 
extent diminished in this way, which 
causes it other difficulties in other 
fields, especially as regards labour. » 


Mr. Wansink (in French). — That is 
too weak. 


Mr. Houlez (in French). — « that 


of recruiting labour » 


Mr. Wansink (in French). — It is a 
question of the outstanding young men 
for whom the railway no longer has any 
attraction. 


A Delegate (in French). — « recruitment 
of officials » 


Mr. Schoonjans (in French). — « The 
ageing railways thus have no attraction 
for youthful labour... » 


Mr. Bose (in French). — «... puts the 
best of the young people off a railway 
career. » 


Mr. Schoonjans (in French). — « The 
ageing of the railways puts off the best 
of the young people from adopting a 
railway career. » 
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Mr. Cottier (in French). — The last 
sentence of Summary No. 4, in my 
opinion, does not correspond to the 
policy that has been followed, in Switzer- 
land for example. It says : « The result is 
a growing deficit which in its turn calls 
for increasing pressure on the amortisa- 
tions. » I think that « pressure » means 
a «reduction » in the amortisations, but 
it is not at all clear. 


The President (in French). — It was 
agreed to say «leads to» instead of 
« calls for ». 


Mr. Bose (in French). — «... leads to 
a reduction in the amortisations. » 


Mr. Cottier (in French). — This is 
not always the case. In Switzerland, 
the State railways and the private railways 
had enormous deficits. These were not 
merely transferred to the State, but exact 
calculations were made for the industrial 
amortisations; the inadequate values were 
increased by 4 or 5 millions. It is therefore 
not exact to say that regularly such an 
increase in the deficit involves increasing 
pressure on the amortisations. Or else 
let us say «may » lead to... It might 
be just the opposite. 


The President (in French). — You have 
forgotten that when I became Chairman 
of the Swiss Federal Railways, the first 
thing I did was to insist on the condition 
of proper amortisations. It was the 
hardest battle of all. 


Finally, instead of giving us a subsidy 
for five years, we were given one condition- 
ally for three years. As the following years 
were good ones, it worked out all right. 
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But precisely because we went very fast 
in 1949, they did not want to increase the 
amortisations. Indeed it was so, that was 
the truth even in Switzerland. 


Mr. Cottier (in French). — Mr. PRE- 
SIDENT, I will merely reply that when the 
first great reorganisation was made, in 
view of the considerable deficit, the 
amortisations were not simply decreased. 
Exactly the contrary was done : they 
were increased. But they were calculated. 


That is why I am asking you to put at 
least «may call» or «may lead to », 
as it does not regularly in all cases lead to 
a reduction in the amortisations. 


Mr. Felder (in French). — I would 
suggest : « often leads to ». 


Mr. Bose (in French). — I think that 
Mr. CoTTierR’s remark can be explained by 
the sixth Summary. On the accountancy 
plane, in the way in which the financial 
sinking funds are shown, if I have under- 
stood rightly, what Mr. CoTTIER wants 
is that the amortisations should be shown 
at their true value, even if the financial 
means are inadequate. This can be refer- 
red to in Summary No. 6. 


What we are saying in the fourth Sum- 
mary is that in actual fact the financial 
means are lacking for making proper 
amortisations. But to go on from this 
to not showing them in the balance sheet, 
is quite another matter. This is an ac- 
countancy problem. 


The President (in French). — Could we 
not say « often leads to »? If everyone 
agrees. (Agreed). 
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Mr. Laloni (in French). — Above all 
I would ask you not to discuss the special 
case of every country. The problems must 
be studied from the general point of view, 
outside the altercations — if we may so 
call them — in the different countries. 

If I have understood aright, Mr. 
PRESIDENT, we have adopted a sentence 
with the following meaning : the ageing 
of the railway stock puts off the best of 
the young from following a _ railway 
career. 

I hope this sentence will not be included 
in our Summaries. It is not the ageing of 
the stock, but the financial rewards upon 
engagement which put the young off a 
railway career. The two things may be 
linked up. It is the financial difficulties of 
the railway which prevents high wages 
being offered, but the real reason why the 
best of the young are put off, is the 
financial one. 


Mr. Bosc (in French). — Not entirely. 
I am not so materialistic... 

Mr. PRESIDENT, I must apologise for 
answering Mr. LALONI criticism. I do not 
think — at least in the case of the young 
men whom I know — that it is solely a 
question of wages which puts them off 
a railway career. It is obvious, however — 
in this same Section we have discussed the 
use of electronics in connection with 
management problems which constitutes 
an extremely up-to-date technique in which 
the young men are keenly interested — if 
we have not the financial means to install 
them or purchase them, whilst recognising 
their value for making economies in 
railway operating, these self-contained 
operating units, we will keep a lot of 
young men off the railway, quite apart 
from the wages we can offer. 
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The President (in French). — Gentle- 
men, we are going too far... 


But I think if we wish to retain Mr. 
WANSINK’s suggestion, we might say : 
«one of the causes... »» 


Mr. Bose (in French). — Exactly. 


Mr. Wansink (in French). — Mr. 
PRESIDENT, the cause of the phenomenon 
which I have reported is the weakening 
of the position of the railways vis-a-vis 
their competitors. They no longer have 
the attraction they did fifty years ago; their 
attraction is declining. It is useless to go 
into details. I do not think it is a question 
of wages. It is due in the first place to 
the decline in the confidence felt in the 
future of this method of transport. 


Mr. Meyer (in French). — I intended 
to say exactly what Mr. WANSINK has 
just said. It is rather a psychological 
question, then a question of attraction. 
If the young men no longer believe in the 
future of the railways, the railways are 
in a very difficult position. 


Mr. Laloni (in French). — Mr. PRE- 
SIDENT, I agree with what Messrs. WAN- 
SINK and MEYER have just said. But I 
would like the sentence which has been 
adopted — i.e. : the ageing of the stock 
is the cause... etc. — not to be kept. 
Could we not rather say : «is one of the 
causes... »> 


The President (in French). — One of the 
chief causes. 


Mr. Wansink (in French). — It is in 
effect the weakening of the position of 
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the railways compared with their competi- 
tors that is the cause. But this can be seen 
from the text. 


Mr. Mukerjee. — Mr. PRESIDENT, 
I submit that this question of whether 
or not the railways are attractive for 
bright young people is not relevant to the 
subject we are discussing, and that we 
should confine ourselves to what is 
stated in the Summary. 


The President (in French). — Will the 
Principal Secretary please read Summary 
No. 4 as it now stands after the discussion 
to see if we are all agreed. 


Mr. Schoonjans (in French) : 


«4. The delay in the renewal and 
modernisation of the installations renders 
the technical and financial position of the 
railways graver still in the face of competi- 
tion; for example the 40 to 50 year old 
railway coaches cannot compete against 
modern cars or aircrafts. In addition, it 
prevents the acquisition of the means of 
modern technique, the use of which would 
allow the railways to increase their pro- 
ductivity and improve their services. The 
result is a growing deficit which in its turn 
often leads to increase pressure on the 
amortisations. » Perhaps we could add : 
« and reduces confidence in the future 
of the railway. » 


Mr. Wansink (in French). — Mr. 
PRESIDENT, I think my remark should come 
earlier on. The original text said : « The 
delay in the renewal and economisation 
of the installations weakens the position 
of the railways compared with their 
competitors. » Point made. The example 
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should be crossed out and then we should 
say : «On the one hand, the old instal- 
lations cannot compete with modern cars 
or aircrafts...» We could if necessary 
suppress the whole of this and simply 
say : « This situation makes it impossible 
to acquire the means of modern technique 
to increase productivity and improve the 
services on the one hand; on the other 
hand, they diminish the attraction of the 
railway for the young » or « the best of 
the young. » 


The President (in French). — Do you 
agree with Mr. WANSINK’s comments. 
If so, will Mr. SCHOONJANS please read the 
final text. 


Mr. Schoonjans (in French). — « The 
delay in the renewal and modernisation 
of the installations renders the technical 
and financial position of the railways 
graver still in the face of competition. 
On the one hand, this position prevents the 
acquisition of the means of modern techni- 
que whose use would increase productivity 
and improve the services. On the other 
hand, it reduces the attraction of railway 
careers for the best of the young. The 
result is a growing increase in the deficit, 
which in its turn often leads to increasing 
pressure on the amortisations. » 


Mr. Wansink (in French). — It means 
the quality of the stock, the installations 
and the managementt as a whole. 


The President (in French). — Are you 
agreed on this wording? 


Mr. Rousseau, International Railway 
Union (in French). — One word, Mr. 
PRESIDENT. 
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If the example is left out, the sentence 
is that much less clear. Then the first 
sentence might be complete like this : 
«renders the position of the railways 
graver still in the face of their more 
youthful competitors.» |The example 
made it quite clear... 


The President (in French). — Is the 
road younger than the rail? 


Mr. Bose (in French). — And the 
waterways? 


Mr. Rousseau (in French). — Their 
stock is younger. 


The President (in French). — Let us 
leave the age out of it. It is a question 
of the competition. 


Mr. Felder. — I suggest that instead of 
saying : «on the one hand» in the 
second sentence, to say : « last not least ». 


The President (in French). — It is a 
question of form and the wording. I 
think that in French it is better to say 
«d’une part » et «d’autre part ». 


— Summary No. 4 is adopted in the 


following form : 


« 4. The delay in the renewal and 
modernisation of the investments renders 
the technical and financial position of 
the railways graver still in face of competi- 
tion. 

« On the one hand, this position makes 
it an obstacle to acquire the means of 
modern technique whose use would allow 
the railways to increase their productivity 
and improve their services. 
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« On the other hand, it reduces the 
attraction of railway careers for the best 
among the young people. 

« The result is a growing deficit which 
in turn, causes an increasing pressure on 
the amortisations. » 


The President (in French). — We now 
come to point 5, in the new text. 
Will Mr. SCHOONJANS please read it. 


Mr. Schoonjans (in French). — I would 
remind you that the original text of 
Summary No. 5 read as follows : 


5. To get out of this vicious circle, the 
railways ought at least to be able to pro- 
cure the funds needed for renewing their 
equipments by auto-financing. This is only 
possible with adequate amortisations and 
especially by « earned » amortisations, that 
is covered by the receipts. To obtain this 
financial equilibrium, two actions shown to 
be essential amongst others: 


(1) The railways must be relieved of or 
indemnified for the costs resulting from 
the services imposed by the State that 
favour the economy of the country as a 
whole; they must also be relieved of 
charges which are outside the operating 
needs. 

(2) A reasonable co-ordination must be car- 
ried out between the various transport 
carriers in order to place the railway on 
equal terms with competing means of 
transport. 

The question of the conservation of the 
investments and capital of the railways is 
therefore fundamentally one of the general 
transport policy. 


In view of the comments made at the 
last meeting concerning the idea of 
autofinance, as well as the amendment to 
the wording suggested by Mr. COTTIER, 
the revised text prepared by the Reporters 
which has already been read, is as follows : 


«5. To escape from this vicious 
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circle, the railways ought at least to 
be able to secure the funds needed for 
renewing and modernising their equip- 
ment by auto-financing. Recourse to 
loans can be justified where there is an 
increase in transport capacity or where 
productivity will be increased; the resultant 
financial charges should always be capable 
of being borne to a large extent. Auto- 
financing is only possible with adequate 
amortisations which are really covered 
by the receipts. 

«To obtain a better financial equili- 
brium the following measures are essential : 


1) a still more perfect coordination 
must be carried out between the various 
means of transportation so as to make 
equal or closer the competitive conditions 
between them; 


2) in so far as the inequalities in 
competition are due to indispensable 
public service charges which cannot be 
renounced or reduced, an equitable fin- 
ancial compensation by the State is 
essential; it goes without saying that 
charges which are outside rail operation 
needs, and are imposed by the State, 
should be met by the State. » 


The President (in French). — I want 
to remind you that the French text is 
taken as the basis for the discussion. 


Mr. Bose (in French). — Mr. PRESIDENT, 
I am in complete agreement with this 
text. There is one point which in my 
opinion is essential : that is the qualifica- 
tion to be added to «coordination ». 
The Reporters suggested : « improved 
coordination. » This means... whatever 
you want it to mean. In fact, as far as 
I am concerned, coordination is either 
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effective or non-existent, even when pro- 
vided for in the texts. 


We have — if I may be excused for 


‘referring to actual facts — different cases 


in the French overseas possessions. In 
the Cameroons, for example, coordination 
is effective because the regulations are 
respected because road and rail who are 
in competition and neighbours, use the 
same bridge and it is the railway which 
checks that the lorry loads comply with 
the prescribed limits. On other railways, 
although the same regulations are in 
force, owing to the lack of material 
means to check that these regulations are 
complied with, the railway’s competitors 
get away with a lot. 


I would therefore like to suggest — and 
I must apologise for this somewhat 
lengthy report — that the word « effective» 
be added to «coordination », if you 
agree. 


The President (in French). — Do you 
agree? 


Mr. Houlez (in French). — Mr. PRE- 
SIDENT, I should like to see the idea of 
profitability or non-profitability introduc- 
ed into the text of this Summary. It is 
stated that the loan should be restricted to 
certain investments which are defined. 
I think they might be defined more 
clearly if we simply said that the loan 
should be restricted to profitable invest- 
ments, i.e. those which will bring in 
receipts or savings at least equal to the 
additional financial charges. 


The President (in French). — I think 
that if we speak of modernisation, we 
raise the problem of financing it. We 
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also wish to increase the profitability. 
But the increased profits must amply 
cover the cost of the loan. We wish 
to have the chance of increasing produc- 
tivity by modernising our installations. 
Industry profits by this, whereas the rail- 
way, even if wages increase and the hours 
of work are reduced, has the greatest 
difficulty in increasing its tariffs. Con- 
sequently, we should be given the pos- 
sibility of increasing our productivity. 
If we have recourse to loans, we should 
have a guarantee that either the additional 
revenue from the traffic or the savings 
realised should be amply sufficient to 
cover the additional costs which this 
will lead to. I think this is the idea. 


Mr. Houlez (in French). — I quite agree. 
I simply wanted to define the scope of 
the costs which can be covered by the 
loan and which are profitable, and the 
scope of the costs which should not 
normally be covered by a loan because 
they are not profitable. Costs for renewals 
and repairs do not give rise to savings nor 
receipts, and therefore should not be 
covered by a loan. 


The President (in French). — I think 
~ the point needs clarifying. Is it intended 
to say that all increases in profitability 
can be covered by a loan, or that it is 
only when the profitability is considerable 
that recourse can be had to a loan? I 
suggest the second interpretation. 

Do you agree? (Agreed). 

Mr. Elefteriadés (in French). — I 
think that Mr. HouLez’s idea lies within 
this distinction between the work. If the 
operating receipts have to bear the cost 
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of building bridges, these very high costs 
which in the case of the roads or water- 
ways are directly born by the State, we 
put a considerable burden upon the 
railways and put them in a weakened 
position as regards competition. 


That is why I think we should retain 
the idea Mr. HOuLEz expressed at the 
previous meeting : put aside all the 
capital costs including all those relating 
to the substructure, and charge up all the 
costs under this heading to the mainten- 
ance account, without making any distinc- 
tion between current maintenance costs. 


Mr. Houlez (in French). — This comes 
under point 6. 


Mr. Elefteriadés (in French). — You 
speak of profitability, and in this way, 
we have tried to find which are the 
profitable costs of modernisation. 


The President (in French). — This will 
be discussed under point 6. 


Mr. Elefteriadés (in French). — If you 
like, we will return to the matter under 
point 6. 


However, in the case of point 5, I have 
certain precisions to suggest myself, if you 
will allow me. 


I would refer in particular to the very 
different positions on railways showing 
a profit, as the Swiss railways generally 
do, and most of the other railways which 
are run at a loss; and then to the fact that 
the Swiss Railways have no longer any 
financial amortisations, whereas the other 
railways have. This results in very widely 
different positions, and I think to make 
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the discussions clear the following points 
should be cleared up : 

As regards the fundamental question, 
all amortisation of the « capital assets » 
in other words «the installations, and 
rolling stock » — industrial amortisation 
— which has to be added to the amortisa- 
tion of loans which have been used to 
carry them out — financial amortisation — 
will form a double user, leading to an 
inaccurate presentation of the balance 
sheet. This is therefore something to 
avoid. 

There are some railways which, unlike 
the Swiss Railways, have still got to do 
considerable financial amortisations. 


The President (in French). — It is a 
question of form. Here we are discussing 
the profitability of loans. We are not 
talking of the accounts. This subject is 
dealt with in Summary No. 6. 


Mr. Elefteriadés (in French). — Mr. 
PRESIDENT, I believe point 5 deals with 
the need to get out of the vicious circle 
in which we find ourselves and which 
leads the States to reduce the sums alloc- 
ated in the operating accounts for amor- 
tisation. Here, the Reporter proposes 
precisely to cover both the assets and the 
capital by an adequate sinking fund. 
It is on the notion of assets and of capital 
that I want to make this precision. 

In the case of the renewal fund formed 
by the industrial amortisation, as its name 
indicates, it should only be used for 
renewals and not for extensions to existing 
installations. 

Naturally for those Railways working 
at a profit — I must keep coming back to 
this idea — it is desirable that an important 
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proportion of the profits be set aside in a 
fund intended for improvements. 


But Railways run at a loss are in a 


different position. 


Finally, since most of the Railways are 
run at a loss and consequently have no 
funds to spare for such a purpose, it is 
necessary, in order to put them in a 
position to meet other transport under- 
takings by road or water on an equal 
footing, that the cost of long term capital 
investments, of which I spoke just now: 
permanent way, buildings, bridges, etc., 
should be directly attributed to the 
operating account without making any 
distinction between them and current 
maintenance as Messrs. HOULEZ and 
MARIN suggested. As regards the form, 
for Railways run at a loss, i.e. for most 
Railways, charging to the operating ac- 
count sums intended to feed a renewal 
fund being followed without mercy by the 
State Departments which have to pass the 
budget for the railway works programmes 
and costs — Departments, which for 
reasons of economy are sure to reduce the 
figures — recourse to an interest bearing 
loan both to renew and to modernise and 
to extend constitutes the most practical 
method to arrive at the renewal on the 
railways. 


In effect, once the loan has been 
placed, the obligation incurred, the State 
Departments cannot stop payment of the 
corresponding sinking fund charges. 


Moreover, this was the way in which 
the railway acted to start with when a 
considerable amount of capital was requir- 
ed. Why should they not go on in the 
same way now that many Railways — 
especially those run at a loss — require a 
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great deal of capital to modernise them- 
selves ? 

It might be objected that because of the 
constant increase in prices, the consequen- 
ce of devaluation, the loans will grow and 
grow and end by constituting a colossal 
charge for amortisation. 

This objection is only valid in appear- 
ance. In reality, the ever increasing sum 
total of the obligatory debt in view of the 
constantly depreciating value of money 
will have the same intrinsic value as at 
the beginning. And since, taking the 
figures of the charges which future 
generations will have to bear to cover 
the deficit, the amortisation of the loans 
contracted in this way, this amortisation, 
in view of the intrinsic decline in the 
value of money, will always remain lower 
than the user value of the stock and 
installations. 

So there is no fear that in this case 
future generations will have to support a 
very heavy burden because in the past 
an excessive amount of loans were 
contracted instead of charging expenditure 
directly to the operating costs. 

Naturally, whether renewal takes place 
by using a renewal fund built up from 
annual contributions from the operating 
account, or by using the money obtained 
from new loans whose amortisation will 
be charged up to the operating account, 
directly or indirectly, it is always the 
operating account which actually pays 
for renewals. 

The whole question is to decide whether 
it is to be assured in the present, the 
present assuming the amortisation charges 
for the new stock for the future, or 
whether it is to be assured by a loan. 

Which one of these two methods is 
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used is therefore merely a matter of form. 
A loan has, however, the advantage of 
facilitating in practice the realisation of 
improvements and arbitrarily getting over 
the difficulties caused by estimating what 
renewal funds are required. 


The Reporters found, moreover, when 
they analysed the replies received, that 
very different methods are used. 


The President (in French). — Gentle- 
men, this is a fundamental problem. We 
have accepted the principle of autofinance 
and as a result I think we cannot accept 
the principle of renewals by means of 
loans. I understand Mr. ELEFTERIADES’s 
point very well. In a time of inflation, it 
is possible to argue like this, but we want 
to speak of a sound position. In case of 
inflation, each Administrations looks for 
the easiest way out. But in our resolutions, 
in our postulations, we cannot consider 
inflation to be the normal state of affairs. 


Consequently, I think if we accept the 
principle of autofinance, we necessarily 
exclude the principle of renewals by 
means of loans. This seems very clear to 
me. We cannot contradict ourselves. 


However I understand what Mr. ELEF- 
TERIADES means. When there is inflation, 
we can borrow. The debts are amortised. 
But this is an unsound situation. Let us 
not forget that the Railways are victims 
of inflation. On the one hand, certainly 
the debts are amortised, but on the other 
hand, our costs increase whereas our 
tariffs do not increase. Consequently, 
the Railways have no interest in consider- 
ing inflation; they will be its victims. 
Therefore, we must be quite clear. But 
if there is inflation in a given country, 
each railway will try to find the easiest 
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way out. Are we all agreed upon the 


principles ? 


Mr. Bose (in French). — I would like 
to add a word to what you have just 
said, Mr. PRESIDENT, regarding the major 
drawbacks of what I can call a solution of 
expediency. Obviously, it is one way 
out to make the Governments pay by 
getting a loan guaranteed by them, 
leaving it to them to cover the loan. 
But in my opinion, this has two major 
drawbacks which will force us to look 
the situation squarely in the face and 
suggest to the Governments that lines 
which are unprofitable be closed down. 


The first drawback is that from the 
moment our finances go wrong, when we 
are not in a sound financial position, 
and have to have recourse to loans or 
subsidies, we have not the means of 
increasing our profitability; as far as the 
staff is concerned, their demands increase 
and we are unable to refuse them. 


The second point is still more serious. 
We spoke just now of the coordination of 
transport. What is the position of a 
railway administration in the face of its 
road competitors and other competitors 
when these can argue that it has got out 
of its difficulties by obligatory loans or 
other means, the cost of which is born by 
the State? Our railways no longer have 
a monopoly, our railways suffer from 
competition. Consequently, they should 
balance their accounts like other under- 
takings, and simply ask the State not to 
inflict special burdens upon them. 


Mr. Elefteriadés (in French). — Mr. 
PRESIDENT, Gentlemen, I can only state 
that I am in perfect agreement with the 
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principles you have set out, on the basis 
of a sound solution. But the trouble is 
that in practice most railways represented 
here are running at a loss. By this sug- 
gestion of loans, which may appear 
a priori an excessive facility, abnormal, 
I simply wished to suggest a realistic 
solution to the difficulties in which all 
the Railways have found themselves for 
years, and in which I fear they will have 
to remain in view of the interventions of 
the public services to reduce the deficits, 
to reduce the entries in the operating 
accounts and consequently in the operat- 
ing results of sums intended for renewals 
which, once again are most desirable 
since naturally the railways must be 
modernised. 


The President (in French). — I think 
we are all agreed. 


We wish to appeal to the public author- 
ities to be able to assure a sound financial 
management. If the public authorities do 
not accept these principles, we are freed 
from responsibility. This also is very 
important. We are doing our duty in 
managing the business as we should 
manage it. If the public authorities do not 
allow this, itis up to them to take responsi- 


bility. I think we are all agreed upon 
this point. 
Mr. Wansink (in French). — Mr. 


PRESIDENT, I have a point to raise about 
the wording. I would like a modification 
to be made in the text saying : « Auto- 
finance is only possible with sufficient 
amortisations and especially amortisations 
which are really covered by the receipts. » 
I think that autofinancing is not made 
with the part of sinking funds which 
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have not been «earned ». Therefore, I 
Suggest we say : «is only possible with 
sufficient amortisation, i.e. amortisations 
covered by the receipts. » 


The President (in French). — Agreed. 
Gentlemen? (Agreed). 


Mr. Wansink (in French). — My 
second remark concerns the desiderata 
which we have formulated concerning 
charges extraneous to the railway and on 
coordination. 


I recall, Mr. PRESIDENT, that at our last 
meeting we spoke of the tariff policy of the 
railways, and I wonder whether it would 
not be desirable to add a third point 
saying : « It is necessary for the Govern- 
ments to authorise the Railways to adapt 
their tariffs to cover their costs. » 


Mr. Elefteriadés (in French). — And 
competition? 


Mr. Wansink (in French). — It is a 
universal phenomenon. The costs 
increase but the tariffs do not. It is 
impossible under such conditions to make 
any profit at all. 


It seems to me it would be a good 
thing to add a sentence about this. 


The President (in French). — You are 
asking for equality of treatment with 
your competitors? You are raising the 
tariff point of view. 


Mr. Laloni (in French). — Mr. PRE- 
SIDENT, I am sorry but I do not share 
my friend Mr. WANSINK’s opinion. He 
admits implicitely that the costs of railway 
transport are lower than those of road 
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transport. Now, in many countries, the 
Railway Administrations have been given 
the liberty to increase their tariffs, but 
they could not do this, as the road tariffs 
are already lower, by a great deal, than 
the railway tariffs. 


This being the case, how can we ask to 
be free to increase the railway tariffs? 
The Railways could increase them, but 
their rates are already higher than those 
of the road. 


The President (in French). — Gentlemen, 
we are running the risk of getting led 
astray by the tariff policy. 


But, Mr. LALONI, the analyses of our 
costs and our tariffs show that where we 
suffer from competition, it is not because 
our costs are too high, but because our 
tariffs are too high. But we are obliged 
to charge high rates to cover the deficits 
due to our social tariffs. In those cases 
where we could or should increase our 
tariffs from the commercial point of 
view, politics prevent us from doing so, 
and in those cases where our costs would 
allow us to reduce our rates, again we 
cannot do so, because we have to cover 
the deficit from the social tariffs. That 
is the tragedy of the railways. But here 
again we are getting on to the tariff 
policy and I do not wish to risk getting 
involved in this. 


Mr. Cottier (in French). — Mr. PReE- 
SIDENT, Gentlemen, I think that Mr. 
WANSINK’s idea about the tariffs might 
be added to the two points mentioned to 
obtain better financial equilibrium. The 
greater tariff flexibility which the Railways 
are endeavouring to obtain is inspired by 
the greater liberty regarding tariffs enjoyed 
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by competitive methods of transport 
such as the road and riverways. 

Consequently, in principle, the idea is 
already included in that of improved 
coordination. But as the question is a 
very topical one, since nearly all the 
Railways of Europe are struggling to 
obtain more flexible tariffs, we might 
include a third point and say: 3) «to 
make the tariff obligations of the railways 
as flexible as possible. » as already decided 
at the London Congress. I remind you 
of the problem. 


Mr. Morganti (in French). — Mr. 
PRESIDENT, I think that what Mr. WAN- 
SINK has just said is already covered by 
the two Summaries we have previously 
adopted, i.e. this idea is already included 
in the idea of coordination and in the 
idea that if the railways have to support a 
heavier burden, they should be compensat- 
ed by the State. It seems to me therefore 
that it is not necessary to include a further 
Summary on this point. 


The President (in French). — I am 
wondering whether we could add a 
sentence like this to the first point of 
Summary No. 5: «A more efficient 
coordination of the different methods of 
transport must be achieved in order to 
attain or approach more closely com- 
petitive equality between them. » which 
covers tariff problems and signifies princip- 
ally greater liberty concerning the tariffs. 


Mr. Wansink (in French). — Mr. 
PRESIDENT, the principle of tariff freedom 
in my opinion does not apply here. There 
is a question of the tariffs authorised by 
the Governments, which are the maximum 
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tariffs, so that the Railway can depart 
from them, so long as they are below the 
maximum authorised tariffs. This is the 


- contract rate with which we are all 


familiar. 


I accept the justification of the remark 
made by my friend Mr. LALONI, which 
leads me to think that my text was in- 
complete, and I suggest saying : «... to 
adapt their tariffs better to cover their 
costs, wherever this is commercially pos- 
sible. » 


The President (in French). — Do you 
agree to this suggestion? (Agreed). 


Mr. Meyer (in French). — Mr. PRE- 
SIDENT, I have two points to raise. 


Where coordination is mentioned, it 
says : «nne coordination encore plus effica- 
ce » and in the English text, « a still better 
coordination. » I suggest we delete the 
words «encore » and «still » because 
I think we are all agreed in recognising 
the effective coordination has not been 
achieved in any case. « Still more effect- 
ive » means that it is already effective 
and could be even more so. 


The President (in French). — Are we 
agreed? We will delete the word « encore» 
(Adopted). 


Mr. Meyer (in French). — I come to 
my second point. In the original text, 
mention was made of compensating the 
railway for the charges it carries in the 
interest of the general economy, as well 
as charges extraneous to the railway. 
In the new text, these extraneous charges 
are no longer included, if I have under- 
stood it aright. 
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Mr. Keller (in French). — Certainly 
they are. At the end it says : «It goes 
without saying that charges that have 
nothing to do with railway operating, 
imposed by the State, must be paid for 
by the State. » 


Mr. Meyer (in French). — All the 
same, there is quite a difference between 
the text now proposed and the original text 
which was worded as follows : « The 
railway must be relieved of or indemnified 
for the costs resulting from services 
imposed by the State in favour of the 
economy of the country as a whole and 
of charges which have nothing to do with 
the operating. » 


A distinction was made between two 
kinds of charges, whereas in the new text 
this distinction is no longer made. 


Mr. Cottier (in French). — I will try 
to shorten the discussion by reading 
point 2 once more : « Insofar as competi- 
tion is not on a fair footing due to essential 
public service charges which cannot be 
dispensed with or reduced, equitable 
financial compensation should be paid 
therefore by the State » This is the great 
principle of service obligations, which 
are due to the special position of the 
public law on the railways. It is a special 
category. 


Second category — a third paragraph 
might even be added —: «It goes 
without saying that charges extraneous to 
railway operating...» — public service 
obligations are not charges extraneous to 
the operation; they are intrinsic to the 
operating of railways — «imposed by 
the State should be paid for by the 
State. » 
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« It goes without saying... », I do not 
think this point needs any further discus- 
sion, but this should be added to make 
this distinction. As I see it, you cannot ask 
to be freed completely from the charges 
due to obligations in favour of the public 
economy. For this purpose, the charges 
extraneous to the operating have been 
considered separately. As for the others, 
we must try to get these abrogated or 
reduced, but in so far as this cannot be 
done, compensation should be paid for 
them. 


The President (in French). — I am 
wondering whether we could not use the 
old wording of point 1; it was quite clear. 


Mr. Meyer (in French). — In my 
opinion, it was better than the present 
text, and I was precisely going to suggest 
that we adopt the previous text. 


The President (in French). — Are you 
agreed? Point 1 of the original text 
will become the new point 2. 

Who prefers Mr. CoTTIER’s suggestion? 


(On a count being taken, the majority 
were in favour of the first suggestion). 


The President (in French). — Con- 
sequently, the former point 1 becomes the 
new point 2. (Adopted). 

Does anyone else wish to say anything? 
Will the Principal Secretary please read 
the new wording of point 5. 


Mr. Schoonjans (in French). — Sum- 
mary No. 5: 

« 5. To escape from this vicious circle, 
the railways ought at least to be able to 
secure the funds needed for renewing 
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and modernising their equipment by 
auto-financing. Recourse to loans can be 
justified where there is an increase in 
transport capacity or where productivity 
will be increased; the resultant financial 
charges should always be capable of being 
borne to a large extent. 


The President (in French). — Agreed? 
(Adopted). 


Mr. Schoonjans (in French). — And 
hereus the rest of 1t : 


Auto-financing is only possible with 
adequate amortisations which are really 
covered by the receipts. To obtain a better 
financial equilibrium the following me- 
asures are essential : 


« 1) A more efficient coordination must 
be carried out between the various means 
of transport in order to attain or to 
approach more closely conditions of 
competitive equality between them; 


« 2) The railway must be relieved of 
or indemnified for the costs resulting 
from the services imposed by the State 
and which favour the economy of the 
country as a whole; it must also be 
relieved of charges which are distinct from 
the operating needs. » 


« 3) Railway tariff obligations must 
be made as flexible as possible wherever 
this practice is commercially possible. 


The President (in French). — Are you 
all agreed? (Agreed). 


I am wondering whether it would not 
be better to reverse points 3 and 2, as if 
we have not liberty to decide our tariffs, 
this also is an extraneous charge. (Ap- 
proved). 
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Mr. Wansink (in French). — I suggest 
saying : 
« It is necessary to authorise the railway 


to adapt its tariffs better to meet its costs 


whenever this is commercially possible. » 


The President (in French). — Are you 
agreed on the new point 2? It would be 
an extraneous charge if we were not 
allowed to modify the tariffs. 

Is point 5 agreed? 


Mr. Cottier (in French). — I would 
like to make a statement. 


You have gone back to the original text 
in which you ask to be freed completely 
from the obligations demanded by the 
State in favour of the general economy 
and from all the charges extraneous to 
the operating, or if this is not possible, 
for compensation therefore. 


But I regret that the idea of reducing 
the charges in favour of the public econo- 
my has been left out of this text. In effect, 
the solution aimed at, is giving greater 
flexibility to the charges of a public 
service nature. This is a problem. As 
regards the other problem, that of the 
charges extraneous to the operating, it 
goes without saying that when such 
charges are still necessary — and it 
happens that they are — they should be 
compensated by the State. This was the 
idea of the suggestion I submitted as an 
amendment. 


You have decided otherwise. But I 
should like it to be mentioned in the 
minutes of the proceedings that when you 
speak of compensation, it might be 
compensation for a service that might 
eventually be reduced such as more 
flexible tariffs. 
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The President (in French). — We have 
established two points : either compensa- 
tion or tariff freedom, and we must find a 
solution between the two in our policy. 
Policy is the art of the possible. We have 
certainly fixed the two extremes. 


We will take Mr. CoTTier’s remarks 
into account. 


Mr. Cecchi (in French). — If I have 
understood it aright, Mr. PRESIDENT, 
in the first part of Summary No. 5 we have 
replaced the expression « sufficient amorti- 
sations and above all amortisations 
« earned » by the expression « sufficient 
amortisations, i.e. amortisations covered 
by the receipts. » 


This is somewhat imprecise. The two 
ideas of sufficient amortisations and 
earned amortisations differ. There may 


be adequate amortisations which are not 
covered by the receipts and vice versa. 

I suggest we suppress the word « earn- 
ed » which does not seem sufficient to 
me and simply say : is only possible with 
sufficient amortisations, really covered by 
the receipts. » 


Mr. Wansink (in French). — I wanted 
to make the same point, Mr. PRESIDENT. 


The President (in French). — Are you 
agreed, Gentlemen? (Adopted). 


Mr. Wansink (in French). — « adequate 
and earned ». 


The President (in French). — I will 
ask Mr. SCHOONJANS to read point 5 as 
now approved. 


Mr. Schoonjans. — (in French) : 
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« 5. To escape from this vicious circle, 
the railways ought at least to be able to 
secure the funds needed for renewing 
and modernising their equipment by 
auto-financing. Recourse to loans can 
be justified where there is an increase 
in transport capacity or where productivity 
will be increased; the resultant financial 
charges should always be capable of 
being borne to a large extent. Auto- 
financing is only possible with adequate 
amortisations which are really covered 
by the receipts. To obtain a_ better 
financial equilibrium the following 
measures are essential : 


« 1) A more efficient coordination must 
be carried out between the various means 
of transport in order to attain or to 
approach more closely conditions of 
competitive equality between them; 

« 2) Railway tariff obligations must 
be made as flexible as possible wherever 
this practice is commercially possible; 

« 3) The railway must be relieved of 
or indemnified for the costs resulting 
from the services imposed by the State 
and which favour the economy of the 
country as a whole; it must also be 
relieved of charges which are distinct from 
the operating needs. » 


The President (in French). — Are you 
agreed about the wording of Summary 
No. 5? (Agreed). 

We will now go on to point 6, and I will 
ask Mr. SCHOONJANS to be good enough 
to read this. 


Mr. Schoonjans (in French). — Sum- 
mary No. 6: 


6. As regards the accountancy technique of 
the amortisations and the presentation of the 
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accounts, two things appear advisable: on 
the one hand, that the Railway Administra- 
tions or the Political Authorities, in the 
event of a deficit, give up the practice of 
reducing the amortisations below the level 
materially justifiable and so give a seemingly 
better appearance to the results; this reduc- 
tion only serves to hide the real situation of 
the undertaking and to delay the needed 
measures of rehabilitation. On the other 
hand, that the Railway Administrations 
should follow more closely the commercial 
practice when calculating and presenting the 
amortisation accounts. Even if the special 
methods of the railways were identical 
materially with the classical system of 
amortisation, which is only partly true, the 
adoption of this system would have the 
advantage of making the railway accounts 
clear and more understandable by business 
and political men not specialised in railway 
accountancy. Accounts difficult to under- 
stand give rise to suspicion. Now, the rail- 
ways need the understanding and the con- 
fidence of economic and political circles if 
they are to make good their claims which 
can be summed up as follows: to demand 
prices which cover the costs that is to say 
which make it possible to conserve the sub- 
stance and the capital. 


The President (in French). — Point 6 is 
now open to discussion. 


Has anyone any amendment to suggest? 


Mr. Bosc (in French). — I should like 
a slight correction of the wording (French 
text) instead of « so give a better appear- 
ance to the results » I would like to say : 
«sO give a seemingly better appearance 
to the results » because they cannot be 
made better (Approved). 


Mr. Houlez (in French). — I would like 
to ask if the Meeting would agree to add 
after the sentence : « On the other hand, 
Railway Administrations should follow 
more closely commercial practice when 
calculating and presenting the amortisation 
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accounts » the following sentence 
« However in the case of the fixed installa- 
tions it is recommended to charge the 


‘renewal costs directly to the operating 


account. » 


The President (in French). — Gentlemen, 
what do you think of Mr. HOUuLEz’s 
suggestion? What do the Reporters 
think? 


Mr. Keller (in French). — Under condi- 
tion that the annual renewal actually corr- 
esponds to the annual depreciation of the 
installations, it comes to the same thing 
as far as the amortisation is concerned. 
However, all the same I hesitate in 
recommending this solution. It might be 
defended in the case — in which most 
railways find themselves at the present 
time — when what is renewed each year 
corresponds to the depreciation. On the 
other hand, experience with this method 
in Switzerland was very unfavourable; 
during crisis years, the renewal was much 
less than what was needed. In this way 
in fact the operating costs were reduced 
and the accounts made to appear better 
than they were. 


Mr. Houtez will reply that it is also 
possible to reduce the amortisations. 
But in my opinion, and from our own 
experience — perhaps it may be different 
in other countries — it is difficult to 
reduce the amortisations because they 
are laid down — at least in Switzerland — 
by regulations approved by the Govern- 
ment, whereas the administration is free 
to reduce the costs and cut the renewal 
programme. 


For these reasons, I cannot approve 
this amendment. 
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The President (in French). — Mr. 
Houtez do you still adhere to your 
suggestion ? 


Mr. Houlez (in French). — I will 
merely remark, Mr. PRESIDENT, as I said 
moreover at the last meeting, that the 
Governments also have a_ habitual 
tendency to reduce the necessary renewal 
funds. On the S.N.C.F. for example 
we have found that the conventional 
sinking fund for the rolling stock has 
never been applied. The Government 
has imposed a reduction of more than 
30 or 40 % whereas it has never reduced 
the proposed programme for the renewal 
of the fixed installations to such an extent. 


Mr. Cecchi (in French). — Mr. PRE- 
SIDENT, I am sorry I cannot agree to the 
suggestion just made; I see no reason to 
make any exceptions to the principle 
mentioned. Moreover, I do not see how 
it is possible to speak of the fixed instal- 
lations in general. There will also be 
difficulties in defining them, because the 
method of direct allocation of the renewal 
costs to the operating account is not 
always followed for all the fixed installa- 
tions. For example, in connection with 
the substructure, for the rails, there is 
generally a sinking fund or renewal fund. 
It is therefore necessary to make a distinc- 
tion — and this will lead us to particular 
cases of cunning definitions — of the 
limits between renewals, maintenance, 
etc. I do not think it would be opportune 
to do this here. 


Mr. Thomann, Swiss Federal Railways 
(in French). — I also prefer the Reporter’s 
formula, for two reasons : 
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1) It avoids the complication of a 
distinction between the fixed installations 
and the rolling stock; 


2) It is much easier to reduce the 
renewal costs than to reduce the sinking 
funds; and if it is question of reducing 
the sinking funds, there is sure to be a 
certain opposition. 

I think therefore that it is in the interests 
of the railways to adopt the Reporter’s 
formula. 


The President (in French). — We will 
put the formula suggested by Mr. HOULEZ 
to the vote. Will those in favour please 
raise their hands. (Two Delegates.) 


The majority are in favour of the 
reporter’s text. 


The President (in French). — Any 
other comments? 


Mr. Elefteriadés (in French). — Sum- 
mary No. 6 says at the end «ask for 
rates which cover the costs, i.e. which 
make it possible to conserve their assets 
and capital. » 

This amounts to remaining within the 
vicious circle, as most Railways cannot 
ask rates which cover their costs, i.e. 
which make it possible for them to 
conserve their assets and capital. The 
question therefore arises of knowing 
whether in order to get out of this vicious 
circle, we should in reality and not merely 
in recommendations adopt the practical 
solutions required. 

In any case, I suggest that in the final 
line : « which make it possible to conserve 
their assets and capital, » we omit the 
expression « and capital » as the conserv- 
ation of the capital is achieved if the 
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assets are conserved. The capital is the 
source which makes it possible to realise 
the assets. The capital is used in the assets. 
If the assets are conserved, the capital 
itself is thereby conserved. 


The President (in French). — What do 
the Reporters think? 


Mr. Keller (in French). — I do not share 
this opinion. It is true that in a time of 
high prices, in conserving the assets the 
capital is also conserved, but when prices 
are falling, the conservation of the assets is 
less than the conservation of the capital, 
because then the original capital is higher 
than the capital needed to replace the 
installations. At such a time, the capital 
must be taken as the basis because the 
capital at least must be conserved. 

To take an example. A railway with 
a capital of 10 millions or 100 millions. 
We want to conserve the assets. We base 
our amortisations on the replacement 
costs. At a time of falling prices, this 
is less than the first capital investment. 
In this way, we can conserve the assets, 
but we are not conserving the capital. 
But at the very least we should conserve 
the capital. I agree that this is all rather 
theoretical, because prices are always 
rising. But in theory, all the same the 
capital at least should be conserved. 


The President (in French). — I am 
wondering whether we should adopt 
Mr. FELEFTERIADES suggestion? It is 
difficult for non-specialists to make a 
distinction between assets and capital. 
On the other hand, in practice, we are 
living in a time of latent inflation and 
there is practically no danger of an 
appreciable lowering of prices. 
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Are you agreed on this way of looking 
at it? Do you agree, Mr. KELLER? 


Mr. Keller (in French). — I submit. 


The President (in French). — The 
discussion continues. 


Mr. Cecchi (in French). — Mr. PRE- 
SIDENT, I find the sentence with which 
Summary No. 6 ends does not express 
all that we wished to say and what we 
have already tried to express more 
extensively in point 5, in _ particular. 
And I am wondering whether it would not 
be possible to sum up all that we said in 
point 5 in a single sentence of a few 
words. Here is a trial wording : « ask 
for the creation of the conditions neces- 
sary for establishing adequate transport 
rates to cover with the other costs the 
amortisations essential for the conserva- 
tion of the assets and capital. » 

I also would like to stress the fact that 
we are now talking about amortisations, 
the question of the financing of the 
maintenance and renewal costs. What 
concerns us is to create the means to 
cover all the factors of the transport price. 
But we should put the accent upon the 
factor «cost » which is the subject of 
this question and this report. 


The President (in French). — I am 
wondering whether we should repeat all 
the previous summaries, or whether we 
could not simply say : «The railways 
need the understanding and confidence of 
economic and political circles if they are 
to make good the claims set out in these 
Summaries. » That covers it all. 

Do you agree? (Adopted). 

Are there any other questions to raise? 


Se ee i 
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Mr. Cottier (in French). — Mr. Pre- 
SIDENT, it is my heartfelt wish that there 
should not be undue criticism of the 
resolutions, but I am very unhappy 
because Summary No. 5 has introduced a 
contradiction with another paragraph. 

You agreed that the legal obligation 
to operate should be considered the 
essential basis which should allow of a 
special system of industrial amortisations, 
even increased ones, for the railways. 
This was stated in an earlier paragraph. 
Then in Summary No. 5 you ask for 
complete liberation from the charges due 
to the obligations imposed by the State 
in favour of the general economy. 

I would like to ask the question : 
what do you mean by these charges due 
to the obligations imposed by the State? 
I understood that it was question of the 
four fundamental charges... 


The President (in French). — We must 
first of all complete the discussion of 
point 6; we can then return to point 5. 
If we dont do this, we will get lost. 


Mr. Cottier (in French). — I am sorry. 
I thought we had finished discussing 
point 6. 


The President (in French). — Has 
anyone else anything to say about Sum- 
mary No. 6? 

As no one wishes to say anything, I 


~ will ask Mr. SCHOONJANS to read the new 


wording very slowly : 


Mr. Schoonjans (in French) : 


«6. As regards the accountancy 
technique of the amortisations and the 
presentation of the accounts, two things 
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appear desirable : on the one hand, that 
the Railway Administrations or the public 
authorities in the event of a deficit renounce 
the practice of reducing the amortisations 
below the level materially justifiable 
and so giving a seemingly better ap- 
pearance to the results; this reduction 
only serves to hide the real situation of the 
undertaking and to delay the needed 
measures of rehabilitation; on the other 
hand, the Railway Administrations should 
follow more closely commercial practice 
when calculating and presenting the 
amortisation accounts. Even if the special 
methods of the railways were identical 
materially with the conventional method 
of amortisation, which is only partly true, 
the adoption of this system would have 
the advantage of making the railway 
accounts clearer and more intelligible to 
business and political men not specialised 
in railway accountancy. Accounts which 
are difficult to understand give rise to 
suspicion. Now, the railways need the 
understanding and confidence of economic 
and political circles if they are to make 
good their claims which are set out in 
these summaries. » 


The President (in French). — Point 6 is 
therefore accepted. (Agreed). 


The President (in French). — Does 
anyone wish to go back to any of the 
points already agreed? Mr. COTTIER 
asked to say something about Summary 
No. 5. Mr. Cottier would you agree to the 
word «totally » being deleted? 


Mr. Cottier (in French). — It is just 
that we must avoid contradictions between 
the different resolutions. 
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It was agreed to stress in particular that 
the obligation to operate is a special 
charge upon the Railways, unknown to 


private industry. Now, I find that there is — 


a certain contradiction when it says in 
Summary No. 5: the railways must 
be freed completely or compensated from 
the charges due to the obligations imposed 
by the State in favour of the general 
economy. In my opinion, the legal 
obligation to operate, the obligation to 
carry, the tariff obligations and the 
timetable obligations are the four funda- 
mental charges imposed by the State on 
the railways. 


What is meant by « obligations imposed 
by the State » in paragraph 5? Are these 
any special obligations that we have in 
mind? Or what? It is not possible in a 
previous paragraph to start with the 
point of view that the obligation to 
operate remains in the case of profitable 
lines, deduct a more effective system of 
amortisations — this principle was agreed 
— and admit a certain contradiction in the 
request addressed to the States asking 
« complete liberation from the charges 
due to the prestations asked by the 
State... » 


Mr. Laloni (in French). — In which 
Summary is mention made of the 
obligation to carry? 


Mr. Cottier (in French). — The obliga- 
tion to operate. 


Mr. Laloni (in French). — In which 
point? 


Mr. Cottier (in French). — Point 3. 
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Mr. Keller (in French). — An amend- 
ment was agreed. 


Mr. Cottier (in French). — I will 
merely ask for it to be mentioned in the 
minutes of the proceedings. 


The President (in French). — Shall we 
say «as far as possible. » 


Mr. Cottier (in French). — The Geneva 
Conference of Government representatives 
has discussed this problem for ten years. 
It has been agreed that the public service 
charges on the railways must be reduced 
and in so far as they cannot be removed, 
indemnity, compensation must be given. 
That is what is said here. But here we have 
mixed up the public service burdens and 
the charges extraneous to the operating. 
That is what I regret, 


The President (in French). — We 
agreed Mr. COoOTTIER’s amendment to 
point 3 in the third paragraph, saying that 
the railway amortisations are justified the 
more they have a legal obligation to 
operate. 

Mr. COTTIER is right. If this third point 
is agreed, we must say something else here, 
or there will be a contradiction. 


Mr. Marin (in French). — Mr. 
PRESIDENT, Mr. COTTIER is quite right. 
At Geneva, it has always been maintained 
that the railways are public services and 
should continue to operate even if there 
are no economic advantages. For these 
reasons, in the sentence « The railways 
must be completely freed or compensated 
for the charges due...» etc., I would 
suppress the words «freed » and just 
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leave « The railways must be compensated 
for the charges due to the obligations 
imposed by the State in favour of the 
general economy.» That would be 
sufficient. 


The President (in French). — _ This 
contradicts what has been agreed. As 
we are asking for a commercial tariff 
policy for which we must, I think, find a 
formula. We might say : « to the extent 
that this is possible politically ». As we 
want greater tariff freedom, and if this 
is not possible, compensation. How can 
we formulate the wish that we want as 
much freedom as possible? It is a political 
question. 


Mr. Meyer (in French). — I quite 
understand Mr. CoTrTier’s anxiety. It is 
true that at Geneva, with this Co-ordina- 
tion Commission and in the technical 
press, we often find mention not only 
of freeing the railways from the charges 
they carry in favour of the general econo- 
my, but also of greater flexibility. It is 
not merely a question of freeing them 
from these charges; it may be possible 
that this cannot be done. Then, so to 
speak, a third way lies open : greater 
flexibility. We are agreed on this point, 

But I think Mr. CorTrTieR can only see 
the following point : the former text in 
no way excludes the possibility of greater 
flexibility. Fundamentally, the two things 
are related. If the railway is completely 
freed, it means that it will not be com- 
pensated at all, since it has been freed 
completely. It is also possible that it 
may be partly freed, in which case there 
will be partial compensation. Finally, 
it is possible that it cannot be freed at all, 
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in which case there should be full com- 
pensation. 


In principle, therefore, I agree with 
Mr. CorTTier, but I do not see that the 
text we have adopted excludes any other 
possibility. This is included. 


Fundamentally, I am fully of the 
same opinion as the PRESIDENT, who 
when we were discussing Summary No. 5 
said : we are fixing the two extremes : 
to free completely corresponds with no 
compensation at all; if freedom is impos- 
sible, there should be full compensation. 


Now, in practice, this is what most 
often occurs. If it is only possible to free 
them in part, the compensation will also 
be in part. 


If these ideas are retained — and I very 
much hope they will be mentioned in the 
proceedings — I think that Mr. CoTTIER’s 
anxiety will be groundless. 


The President (in French). — Does 
Mr. Cottier adhere to his suggestion? 


Mr. Cottier (in French). — I did not 
make a suggestion, Mr. PRESIDENT, I just 
wanted to remind you once more that it 
is not quite correct to speak of compensa- 
tion for the charges which are due to the 
obligations, because the State undertakes 
other obligations in return : such as 
guaranteeing the interest, for example, 
or exemption from taxes. These are the 
corollaries, the freedoms, the quittances. 
I will not insist. Mr. Meyer has said 
what he thinks. That is that it also 
includes greater flexibility. 


Mr. Meyer (in French). — ...is also 
included and should be included. 
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Mr. Cottier (in French). — That is the 
rule. 


The President (in French). — So there 
are no proposed amendments ? 


Mr. Laloni (in French). — Mr. PRE- 
SIDENT, I completely agree with what 
Mr. MEYER has said. Many of those 
present are very familiar with the reports 
of the Conference of Ministers of Trans- 
port as regards the financial position of 
the European railways. Standardisation 
is dealt with and balance sheets prepared. 
With this object in view, all the charges 
which have nothing to do with the oper- 
ating have to be clearly shown, whatever 
these may be. Nor has the existence of the 
specifications on which the railways were 
granted their concessions been forgotten, 
etc. But several States have already 
adopted the principle of compensating 
the railways for the charges imposed on 
them by these specifications when they 
were granted the concession. — 

It is for this reason that I am in complete 
agreement that we should leave the text 
as it is, and not start any further discus- 
sions, as this would take us much too far. 

At Geneva, standardisation of the 
accounts was discussed and the principle 
of compensation agreed to. 


The President (in French). — As 
Mr. CoTtier has not made any suggestion, 
Summary No. 5 will remain as adopted. 
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Gentlemen, this brings us to the end of 
our discussions. 

We have had a heroic discussion 
(laughter). 1 think that if our Summaries 
are adopted by the Governments, the 
future of the railways is assured. 

First of all, I must thank our two 
Reporters, Messrs. FELDER and KELLER, 
who have accomplished a very useful and 
very interesting task. I must also thank 
all the Delegates who by taking part in 
the discussions have helped to improve 
the Summaries. 

Finally, I wish to thank the Secretaries, 
those who prepared the texts, and the 
staff who have had a very difficult and 
heavy job. 

I must apologise if I have directed the 
discussions in a somewhat... mountaineer- 
ing fashion (Laughter). 


Mr. Laloni (in French). — Mr. Pre- 
SIDENT, you must not say anything else, 
or we shall be obliged to forget the tact 
with which you have led the discussions. 
We all thank you most sincerely. You 
have been an impeccable President, as 
whilst respecting the opinions of the 
different speakers, you have yet known 
how to give a certain directive to our 
work. Thank you. (Applause). 


The President (in French). — The 
meeting is now at an end. 


— The meeting ended at 12.30 p.m. 


DISCUSSION AT THE PLENARY SESSION. 


Meeting of the 7th October 1958. 


PRESIDENT : 


Mr. Ghilain, General Secretary (in 
French). — We now come to Question 8, 
the Summaries for which as agreed by the 
Section were published in the Daily 
Journal of the Congress, Nos. 4 and 6. 


— The reading of these Summaries did 
not give rise to any comments. 


The President (in French). — We will 
therefore consider the Summaries for 
Question 8 as approved. 


SUMMARIES. 


« 1. The great majority of the Admi- 
« nistrations replied in the negative to 
« the question if the state of their equip- 
« ment corresponded to the present state 
« of the technique, and to the present 
« needs of the traffic. Very great ar- 
« rears are in general ascertained in the 
« renewal and modernisation of both 
« fixed installations and rolling stock. 


« 2. In certain cases these arrears can 
« be explained by war damage and the 
« post-war disturbances. The main 
« reason, however, lies in the fact that 
« the traffic receipts of the railways are 
« insufficient to finance by their own 
« means the renewal and modernisation 
« of their equipment, as industry ge- 


Sr. DD: 
GENERAL SECRETARIES : Messrs. P. 


AGUSTIN PLANA. 


GHILAIN and J. PEREZ POZUELO. 


« 
« 


nerally has been or is able to do 
(auto-financing). 


« 3. Auto-financing is possible only 
provided that the tariffs cover at 
least the expenses, including amortisa- 
tions, that is to say amortisations cal- 
culated on the economic and not the 
technical life and on the replacement 
value. 


« This condition is not however ful- 
filled with most railways. The amor- 
tisations are inadequate and even these 
insufficient amortisations are not cov- 
ered by the receipts. If the amortisa- 
tions are insufficient, it is not because 
the Administrations ignore the harm- 
ful consequences which will result. 
Usually pressure is exerted by the 
public authorities on the level of 
amortisation or renewal charges with 
a view to reducing the deficits to be 
met by the State. This pressure 
explains why the deficits are incom- 
pletely covered by the State and thus 
cannot replace insufficient receipts. 
What the State gives to the railways 
so far as it meets the deficits is as a 
rule too much to die and too little 
to enable them to live. 


« The reduction effected in the amor- 
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tisation of railways is therefore all the 
more difficult to justify since they 
have legal obligations to operate and 


carry which were imposed on them by » 


the States; instead of a reduction, 
these obligations would rather justify 
a strengthening of industrial amorti- 
sation in order to assure the continuity 
of rail transportation, at least for 
those lines which should be preserved 
and for which other modes of trans- 
port should not be substituted. 


« 4. The delay in the renewal and 
modernisation of the investments 
renders the technical and financial 
position of the railways graver still 
in face of competition. 


« On the one hand, this position makes 
it an obstacle to acquire the means of 
modern technique whose use would 
allow the railways to increase their 
productivity and improve their ser- 
vices. 


« On the other hand, it reduces the 
attraction of railway careers for the 
best among the young people. 
« The result is a growing deficit 
which, in turn, causes an increasing 
pressure on the amortisations. 


« 5. To escape from this vicious 
circle, the railways ought at least to 
be able to secure the funds needed 
for renewing and modernising their 
equipment by auto-financing. Re- 
course to loans can be justified where 
there is an increase in transport capa- 
city or where productivity will be in- 
creased; the resultant financial charges 
should always be capable of being 
borne to a large extent. Auto-financ- 
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ing is only possible with adequate 
amortisations which are really covered 
by the receipts. To obtain a better 
financial equilibrium the following 
measures are essential : 


« 1) A more efficient coordination 
must be carried out between the va- 
rious means of transport in order to 
attain or to approach more closely 
conditions of competitive equality 
between them; 


« 2) Railway tariff obligations must 
be made as flexible as possible wher- 
ever this practice is commercially pos- 
sible; 

« 3) The railway must be relieved of 
or indemnified for the costs resulting 
from the services imposed by the State 
and which favour the economy of the 
country as a whole; it must also be 
relieved of charges which are distinct 
from the operating needs. 


« 6. As regards the accountancy 
technique of the amortisations and the 
presentation of the accounts, two 
things appear desirable: on the one 
hand, that the Railway Administra- 
tions or the public authorities in the 
event of a deficit renounce the prac- 
tice of reducing the amortisations 
below the level materially justifiable 
and so giving a seemingly better ap- 
pearance to the results; this reduction 
only serves to hide the real situation 
of the undertaking and to delay the 
needed measures of rehabilitation; on 
the other hand, the Railway Admi- 
nistrations should follow more closely 
commercial practice when calculating 
and presenting the amortisation ac- 
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counts. Even if the special methods 
of the railways were identical mate- 
rially with the conventional method of 
amortisation, which is only partly 
true, the adoption of this system would 
have the advantage of making the rail- 
way accounts clearer and more intel- 
ligible to business and political men 
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not specialised in railway accountancy. 
Accounts which are difficult to under- 
stand give rise to suspicion. Now, the 
railways need the understanding and 
confidence of economic and _ political 
circles if they are to make good their 
claims which are set out in these sum- 
maries. >» 


[ 621 .421 .72 (73) ] 


Flame Ceramics. 


New process may improve Diesel engine performance when 
applied to « hot » components, 


by R. A. BARDWELL, 


Engineer of Tests of the Chicago & Eastern Illinois Railroad. 


(From the_Modern Railroads, March 1959.) 


The Chicago & Eastern Illinois Railroad, 
in its freight and passenger operations, de- 
pends on 72 big General Motors EMD Die- 
sel locomotives (V-16 cylinder jobs, some 
1500 and some 1750 HP) plus three two- 
engine V-12 cylinder road Diesels. ‘The 
railroad also has 28 switching Diesels. Se- 
ven of them are Alco uprights and the rest 
EMD’s. We have one RDC rail Diesel 
for short-line passenger service. 

Maintenance operations, conducted at 
our shops in Danville, Ill, represent, as 
with all railroad systems, an important ele- 
ment in our costs. As with other railroad 
systems, we are constantly seeking ways in 
which to extend the routine servicing 
periods, to lessen the replacement of parts, 
oil filters, cleaning, and changes of oil. 
We are, of course, constantly seeking the 
means to reduce fuel consumption and to 
lengthen the life of our lubricating oil. 

Recently we have been experimenting 
with a new and revolutionary process called 
« Flame Ceramics », the world-wide rights 
to which are owned by Continental Coat- 
ings Corporation, located at 17706 Miles 
Ave., Cleveland, Ohio. This new process 
permits combustion surfaces (piston crowns, 
valves, and cylinder heads) to be coated 
with a rare earth oxide which improves 
combustion and reduces heating of these 
vital parts. 

Flame Ceramics was developed by the 
Armour Research Foundation of the TIlli- 
nois Institute of Technology. Brought to 
commercial usefulness at a reported cost 
of over $200 000, it represents an effective 
technique for spraying such powders as 


alumina, zirconia, iron titanium oxide-alu- 
mina, iron titanium oxide, titania, mullite, 
and a rare earth oxide mixture. 

The powders may be sprayed on many 
types of surfaces through the medium of 
a light spray gun, the coating being sin- 
tered in an oxy-hydrogen flame just beyond 
the nozzle of the gun. ‘The powders are 
carried by the oxygen stream which feeds 
through a pedestal hopper. The under- 
surface does not have to be highly heated. 

Reports on Flame Ceramics have stressed 
characteristics of resistance to temperatures 
up to 5500°F., a hardness (with certain 
coatings) up to twice that of tool steel, 
sufficient mechanical strength for the cera- 
mic shell to remain intact after the metal 
under-material has melted away, and effec- 
tive bonding. 

Our own interest in Flame Ceramics was 
aroused by a report from Armour Founda- 
tion which defined the development as a 
catalytic ceramic coating for piston heads 
which promises to reduce the amount of 
carbon monoxide and unburned hydro- 
carbons in exhaust gas. « In addition », 
the report stated, « the coating offers pro- 
mise for thermal insulation, greater com- 
bustion efficiency, and thus more econo- 
mical operation ». 

We began our experiment with Flame 
Ceramics on December 4, 1957, when one 
of our 567B EMDF7 Diesels came into 
the shop at Danville for repairs. Con- 
tinental Coatings Corporation sprayed two 
pistons and the locomotive was sent out 
on duty. 

As this engine came in for its monthly 
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inspection and servicing, the“ piston crowns, 
the rings and the air ports in the cylinder 
liners were carefully examined. We dis- 
covered, first, that the coatings had _ re- 
mained firmly bonded to the piston crowns; 
second, that the piston-rings were in good 
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enough to cause us, in April, 1958, to 
experiment with the coating on an entire 
locomotive engine. Once again, we chose 
a 1500 HP 567B EMD Diesel and coated 


the crowns of all 16 pistons with rare earth 
oxide .004 in. thick. 


The two pistons, shown in this picture, were taken from two different diesel 
engines of Chicago & Eastern Illinois Railroad. The piston on the left, which 
was coated with Flame Ceramic rare earth oxide, is free of varnish deposit; the 
rings and ring-grooves are clean; the rings have been reapplied to another 


engine. 


shape, with the grooves apparently unclog- 
ged; and, third, that the air ports were 
free of gummy deposits. On the other 
hand, the non-coated piston situation was 
quite different. The rings were not in 
as good a shape, nor were the grooves. The 
air ports of the liners were becoming 
clogged. 

The test was not conclusive, since the 
non-coated pistons had been in the engine 
some six months longer than the coated 
pistons; yet the results were interesting 


7 


The piston on the right was uncoated. 
grooves and varnish deposit on the piston-skirt. 


Note the gummed rings and 


Careful inspection while in service show- 
ed that the previous applications were still 
holding good. ‘The coatings remained well 
bonded to the crowns, the rings and 
grooves were in good condition, and the 
cylinder liner air ports were clean. Blotter 
tests and centrifuge tests of the lubricat- 
ing oil showed that the change period on 
oil filters might be jumped to 20000 miles 
from the existing rule of 7000 to 
8 000 miles. 


In September, 1958, because of a water- 
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seal leak in this engine, one of the pistons 
a and its cylinder liner were removed, per- 
as mitting a full examination. The result 
oy was encouraging. The piston skirt was 


carbon in the ring grooves. The rings 
themselves were as good as new and could 
be used again. The rare earth oxide coat- 
ui ing was still .004 in. thick in places and 
- never less than .003 in. 
4 Most interesting was the condition of 
the cylinder-liner air ports. They were 
practically free of gummy deposits, com- 
pletely clean as compared with cylinder- 
liners taken from other Diesels in the 
shop. 
fs A spectrographic analysis was made of 


rt the oil after 50000 miles of service. It 
i showed a very low content of iron — some 
4 20 parts per million. Colorometric analysis 
y on the latest sample indicates only 18 parts 


per million iron content, as against the 
25 parts per million considered very low 
fee for a fine engine. 


From these encouraging results, we feel 
there is sufficient evidence on hand to 
recommend further coating with rare earth 
oxides of pistons and in addition the valves 
and cylinder heads. We understand that 
the Electro-Motive Division of General 
Motors is engaged in elaborate tests of 
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Flame Ceramics and that at least two other 
railroads have the coatings under test. 


The theory of Flame Ceramics. 


In the meantime, we have developed 
theories which can, at least in part, account 
for our results. Basically, the rare earth 
oxide coating with its great thermal insula- 
tion and high heat emissivity keeps the 
heat within the combustion chamber, pre- 
venting its dissipation through the piston. 
The high surface temperature of the coat- 
ing, together with its unique catalytic 
effect, insures more complete combustion. 
The visible results include cleaner liners, 
no clogged-up ports, clean rings and 
grooves, and pistons free of varnish deposits. 


As yet, C&EI can offer no proofs in 
the matter of fuel savings; however, the 
conclusion is inescapable that if combus- 
tion is more complete, the railroad should 
be getting either more horsepower out of 
the same quantity of fuel or the same 
horsepower from less fuel. 


We feel that by having our combustion 
chambers coated, a considerable savings 
can be derived as a result of cleaner work- 
ing parts, better lubrication, increased 
mileage between oil filter changes, a more 
efficient engine, and less maintenance. 


SOcCIiETE BELGE DES 


PRINTED IN BELGIUM 


©VER 100 YEARS AGO 


— at the Great Exhibition in London in 1851 — this locomotive 
was considered to be revolutionary! 

Since then vast strides have been made in railway engineering, 
new sources of power have been utilised and tractive efforts and 
speeds increased. But this would all have been in vain if axlebox 
development had not kept pace with these new techniques; 

hot boxes and damage to axles would have severely restricted 
the progress of the railways. 

To-day, more than one million S&S axleboxes 

are ensuring high-speed, trouble-free operation throughout 


the railways of the world. 
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